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charges for document search and dupli-
cation. See 7 CFR 1.2(b). Fees to be 
charged are set forth in 7 CFR part 1, 
subpart A, Appendix A. 

PART 3015—UNIFORM FEDERAL 
ASSISTANCE REGULATIONS 

Subpart A—General 

Sec. 
3015.1 Purpose and scope of this part. 
3015.2 Applicability. 
3015.3 Conflicting policies and deviations. 
3015.4 Special restrictive terms. 

Subpart B—Cash Depositories 

3015.10 Physical segregation and eligibility. 
3015.11 Separate bank accounts. 
3015.12 Moneys advanced to recipients. 
3015.13 Minority and women-owned banks. 

Subpart C—Bonding and Insurance 

3015.15 General. 
3015.16 Construction and facility improve-

ment. 
3015.17 Fidelity bonds. 
3015.18 Source of bonds. 

Subpart D—Record Retention and Access 
Requirements 

3015.20 Applicability. 
3015.21 Retention period. 
3015.22 Starting date of retention period. 
3015.23 Microfilm. 
3015.24 Access to records. 
3015.25 Restrictions to public access. 

Subpart E—Waiver of ‘‘Single’’ State 
Agency Requirements 

3015.30 Waiver of ‘‘single’’ State agency re-
quirements. 

Subpart F—Grant Related Income 

3015.40 Scope. 
3015.41 General program income. 
3015.42 Proceeds from sale of real property 

and from sale of equipment and supplies 
acquired for use. 

3015.43 Royalties and other income earned 
from a copyrighted work. 

3015.44 Royalties or equivalent income 
earned from patents or from inventions. 

3015.45 Other program income. 
3015.46 Interest earned on advances of grant 

funds. 

Subpart G—Cost-Sharing or Matching 

3015.50 Scope. 
3015.51 Acceptable contributions and costs. 
3015.52 Qualifications and exceptions. 

3015.53 Valuation of donated services. 
3015.54 Valuation of donated supplies and 

loaned equipment or space. 
3015.55 Valuation of donated equipment, 

buildings, and land. 
3015.56 Appraisal of real property. 

Subpart H—Standards for Financial 
Management Systems 

3015.60 Scope. 
3015.61 Financial management standards. 

Subpart I [Reserved] 

Subpart J—Financial Reporting 
Requirements 

3015.80 Scope and applicability. 
3015.81 General. 
3015.82 Financial status report. 
3015.83 Federal cash transactions report. 
3015.84 Request for advance or reimburse-

ment. 
3015.85 Outlay report and request for reim-

bursement for construction programs. 

Subpart K—Monitoring and Reporting 
Program Performance 

3015.90 Scope. 
3015.91 Monitoring by recipients. 
3015.92 Performance reports. 
3015.93 Significant developments. 
3015.94 Site visits. 
3015.95 Waivers, extensions and enforcement 

actions. 

Subpart L—Payment Requirements 

3015.100 Scope. 
3015.101 General. 
3015.102 Payment methods. 
3015.103 Withholding payments. 
3015.104 Requesting advances or reimburse-

ments. 
3015.105 Payments to subrecipients. 

Subpart M—Programmatic Changes and 
Budget Revisions 

3015.110 Scope and applicability. 
3015.111 Cost principles. 
3015.112 Approval procedures. 
3015.113 Programmatic changes. 
3015.114 Budgets—general. 
3015.115 Budget revisions. 
3015.116 Construction and nonconstruction 

work under the same grant, subgrant, or 
cooperative agreement. 

Subpart N—Grant and Subgrant Closeout, 
Suspension and Termination 

3015.120 Closeout. 
3015.121 Amounts payable to the Federal 

government. 
3015.122 Violation of terms. 
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3015.123 Suspension. 
3015.124 Termination. 
3015.125 Applicability to subgrants. 

Subparts O–P [Reserved] 

Subpart Q—Application for Federal 
Assistance 

3015.150 Scope and applicability. 
3015.151 Authorized forms. 
3015.152 Preapplication for Federal assist-

ance. 
3015.153 Notice of preapplication review ac-

tion. 
3015.154 Application for Federal assistance 

(nonconstruction programs). 
3015.155 Application for Federal assistance 

(construction programs). 
3015.156 Application for Federal assistance 

(short form). 
3015.157 Authorized form for nongovern-

mental organizations. 
3015.158 Competition in the awarding of dis-

cretionary grants and cooperative agree-
ments. 

Subpart R—Property 

3015.160 Scope and applicability. 
3015.161 Additional requirements. 
3015.162 Title to real property, equipment 

and supplies. 
3015.163 Real property. 
3015.164 Statutory exemptions for equip-

ment and supplies. 
3015.165 Rights to require transfer of equip-

ment. 
3015.166 Use of equipment. 
3015.167 Replacement of equipment. 
3015.168 Disposal of equipment. 
3015.169 Equipment management require-

ments. 
3015.170 Damage, loss, or theft of equip-

ment. 
3015.171 Unused supplies. 
3015.172 Federal share of real property, 

equipment, and supplies. 
3015.173 Using or returning the Federal 

share. 
3015.174 Subrecipient’s share. 
3015.175 Intangible personal property. 

Subpart S—Procurement 

3015.180 Scope and applicability. 
3015.181 Standards of conduct. 
3015.182 Open and free competition. 
3015.183 Access to contractor records. 
3015.184 Equal employment opportunity. 

Subpart T—Cost Principles 

3015.190 Scope. 
3015.191 Governments. 
3015.192 Institutions of higher education. 
3015.193 Other non-profit organizations. 
3015.194 For-profit organizations. 

3015.195 Subgrants and cost-type contracts. 
3015.196 Costs allowable with approval. 

Subpart U—Miscellaneous 

3015.200 Acknowledgement of support on 
publications and audiovisuals. 

3015.201 Use of consultants. 
3015.202 Limits on total payments to the re-

cipient. 
3015.203 [Reserved] 
3015.204 FEDERAL REGISTER publications. 
3015.205 General provisions for grants and 

cooperative agreements with institutions 
of higher education, other nonprofit or-
ganizations, and hospitals. 

Subpart V—Intergovernmental Review of 
Department of Agriculture Programs 
and Activities 

3015.300 Purpose. 
3015.301 Definitions. 
3015.302 Applicability. 
3015.303 Secretary’s general responsibilities. 
3015.304 Federal interagency coordination. 
3015.305 State selection of programs and ac-

tivities. 
3015.306 Communication with State and 

local elected officials. 
3015.307 State comments on proposed Fed-

eral financial assistance and direct Fed-
eral development. 

3015.308 Processing comments. 
3015.309 Accommodation of intergovern-

mental concerns. 
3015.310 Interstate situations. 
3015.311 Simplification, consolidation, or 

substitution of State plans. 
3015.312 Waivers. 
APPENDIX A TO PART 3015—DEFINITIONS 
APPENDIX B TO PART 3015—OMB CIRCULAR A– 

128, ‘‘AUDITS OF STATE AND LOCAL GOV-
ERNMENTS’’ 

AUTHORITY: 5 U.S.C. 301; 31 U.S.C. 901–903; 7 
CFR 2.28, unless otherwise noted. 

SOURCE: 46 FR 55639, Nov. 10, 1981, unless 
otherwise noted. 

Subpart A—General 
§ 3015.1 Purpose and scope of this 

part. 
(a)(1) This part specifies the set of 

principles for determining allowable 
costs under USDA grants and coopera-
tive agreements to State and local gov-
ernments, universities, non-profit and 
for-profit organizations as set forth in 
OMB Circulars A–87, A–21, A–122, and 48 
CFR 31.2, respectively. This part also 
contains the general provisions that 
apply to all grants and cooperative 
agreements made by USDA. 
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(2) Additionally, this part establishes 
intergovernmental review provisions 
required by Executive Order 12372 for 
any programs listed in the FEDERAL 
REGISTER as covered, and policy on 
competition in awarding discretionary 
grants and cooperative agreements. 

(3) Rules for grants and cooperative 
agreements to State and local govern-
ments are found in part 3016 of this 
chapter. 

(4) Rules for grants and cooperative 
agreements to institutions of higher 
education, hospitals, and other non- 
profit organizations are found in part 
3019 of this chapter. 

(b) These rules supersede and take 
precedence over any individual USDA 
agency regulations and directives deal-
ing with the administration of grants 
and cooperative agreements to the ex-
tent such regulations and directives 
are inconsistent with this part, unless 
such inconsistency is based on a statu-
tory provision or an exception has been 
obtained from OMB. (See § 3015.3.) Defi-
nitions for the terms used in this part 
are set forth in Appendix A. Definitions 
for the implementation of standard 
audit requirements for State and local 
governments and Indian Tribal govern-
ments are contained in Subpart I—Au-
dits. 

(c) The purpose of this part is to sim-
plify, standardize, and improve the ad-
ministration of USDA grants and coop-
erative agreements. 

(d) Responsibility for developing and 
interpreting the material for this part 
and in keeping it up-to-date is dele-
gated to the Office of the Chief Finan-
cial Officer. 

[46 FR 55639, Nov. 10, 1981, as amended at 62 
FR 45949, Aug. 29, 1997; 65 FR 49479, Aug. 14, 
2000] 

§ 3015.2 Applicability. 

(a) Grants and cooperative agreements. 
This part applies to USDA grants and 
cooperative agreements. For each sub-
stantive provision in this part, either 
the words of the provision itself or 
other words in the same subpart tell 
whether the provision applies to sub-
grants. Exemptions to this part may be 
applicable to certain kinds of recipi-
ents. (See paragraph (d) of this sec-
tion.) 

(b) Terminology applicable to this part. 
This part’s substantive rules are the 
same for grants and cooperative agree-
ments. Many of the rules are also the 
same for subgrants. Therefore, certain 
simplified terminology is used in the 
text. Specifically in all portions of this 
part: 

(1) Each provision that applies to 
grants also applies to cooperative agree-
ments, even though the latter term does 
not appear in the provisions. 

(2) Each provision that applies to re-
cipients of grants applies to recipients of 
cooperative agreements, even though the 
latter term does not appear in the pro-
vision. 

(3) The term recipient refers equally 
to recipients of grants and recipients of 
cooperative agreements. 

(4) The term awarding agency refers 
equally to a USDA agency that awards 
a grant and to one that awards a coop-
erative agreement. 

(5) The term subgrant refers equally 
to certain awards under grants and to 
the same kinds of awards under cooper-
ative agreements. 

(c) Public institutions of higher edu-
cation and hospitals. Grants, coopera-
tive agreements and subgrants awarded 
to institutions of higher education and 
hospitals operated by a government are 
subject only to the provisions of this 
part that apply to non-governmental 
organizations. 

(d) Recipients to which this part does 
not automatically apply. This part does 
not automatically apply to the kinds of 
recipients listed below unless other 
conditions set forth in the grant, coop-
erative agreement, subgrant, or spe-
cific subpart in this part make all or 
specified portions apply: 

(1) Foreign governments or organiza-
tions, 

(2) International organizations, such 
as the United Nations, 

(3) Agencies or instrumentalities of 
the Federal government, 

(4) Individuals, 
(5) State and local governments, and 
(6) Institutions of higher education, 

hospitals and other non-profit organi-
zations. 

(e) Collaborative arrangements. (1) 
Where permitted by the terms of the 
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award, a recipient may enter into col-
laborative arrangements with other or-
ganizations to jointly carry out activi-
ties with grant or cooperative agree-
ment funds. In this kind of situation, 
the arrangement between the recipient 
and each collaborating organization is 
subject to the rules in this part that 
apply to subgrants awarded by the re-
cipients. (See the example shown in 
§ 3015.195.) 

(2) This paragraph (e) does not apply 
to arrangements where the organiza-
tions receive an award jointly. In this 
case, they are not a recipient and sub-
recipient but, as the award notice 
states, joint recipients. 

[46 FR 55639, Nov. 10, 1981, as amended at 53 
FR 8044, Mar. 11, 1988; 65 FR 49480, Aug. 14, 
2000] 

§ 3015.3 Conflicting policies and devi-
ations. 

(a) Statutory provisions. Federal stat-
utes that apply to some USDA grant 
programs may contain provisions that 
conflict with this part. Those statutory 
provisions take precedence over this 
part. 

(b) Nonstatutory provisions. USDA 
awarding agencies occasionally develop 
grant provisions that are inconsistent 
with this part. USDA attempts to keep 
these provisions to a minimum by in-
ternal procedures that require these 
provisions to be justified to appro-
priate officials of USDA and OMB. If 
the conflicting provisions are of long- 
term and general applicability, O&F 
may require that the awarding agency 
(1) publish the conflicting provision as 
a notice in the FEDERAL REGISTER and 
(2) give the public an opportunity to 
comment before making the regula-
tions final. 

(c) Nonstatutory provisions-subgrants. 
If a provision of a subgrant conflicts 
with this part, the recipient is consid-
ered as violating the provisions of the 
grant, unless the subgrant provision is 
authorized in writing, by the awarding 
agency. 

(d) OMB exceptions. In some cases, 
OMB grants exceptions from the re-
quirements of the Circulars, when per-
missible under existing laws. In those 
instances where a program receives an 
exception to a particular provision of a 

Circular, the exception takes prece-
dence over this part. 

§ 3015.4 Special restrictive terms. 
(a) Occasionally an awarding agency, 

or a recipient awarding a subgrant, 
may find that a particular recipient: 

(1) Is financially unstable, 
(2) Has a history of poor performance, 

or 
(3) Has a management system that 

does not meet the standards in this 
part. 
In these cases the awarding agency 
may impose special conditions that are 
more restrictive than otherwise per-
mitted by this part. If so, the awarding 
agency must tell the recipient in writ-
ing why it is imposing the special con-
ditions and what corrective action is 
needed. 

(b) At the time an awarding agency 
imposes a special grant condition 
under paragraph (a) of this section, the 
awarding agency, through O&F, shall 
notify OMB and other interested par-
ties. 

(c) At the time a recipient imposes a 
special restrictive subgrant condition 
under paragraph (a) of this section, it 
must notify the awarding agency, giv-
ing full particulars. The awarding 
agency, through O&F, shall then notify 
OMB and other interested parties. 

(d) A special restrictive grant or 
subgrant condition under paragraph (a) 
of this section is considered consistent 
with this part. 

Subpart B—Cash Depositories 

§ 3015.10 Physical segregation and eli-
gibility. 

Except as provided in § 3015.11, award-
ing agencies shall not impose grant or 
subgrant conditions which: 

(a) Require the recipient to use a sep-
arate bank account for the deposit of 
grant or subgrant funds, or 

(b) Establish any eligibility require-
ments for banks or other financial in-
stitutions in which recipients deposit 
grant or subgrant funds. 

§ 3015.11 Separate bank accounts. 
A separate bank account shall be re-

quired when applicable letter of credit 
agreements provide that funds will not 
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be drawn until the recipient’s checks 
are presented to the bank for payment. 

§ 3015.12 Moneys advanced to recipi-
ents. 

Any moneys advanced to recipients 
which are subject to the control or reg-
ulation of the United States or any of 
its officers, agents, or employees (pub-
lic moneys as defined in Treasury Cir-
cular 176, as amended), must be depos-
ited in a bank with Federal Deposit In-
surance Corporation (FDIC) insurance 
coverage and the balance exceeding the 
FDIC coverage must be collaterally se-
cured. 

§ 3015.13 Minority and women-owned 
banks. 

Consistent with the national goal of 
expanding opportunities for minority 
business enterprises, recipients, and 
subrecipients are encouraged to use mi-
nority and women-owned banks. Upon 
request, awarding agencies will furnish 
a listing of minority and women-owned 
banks to recipients. 

Subpart C—Bonding and 
Insurance 

§ 3015.15 General. 

In administering grants, subgrants, 
and cooperative agreements, recipients 
shall observe their regular require-
ments and practices with respect to 
bonding and insurance. No additional 
bonding and insurance requirements, 
including fidelity bonds, shall be im-
posed by the provisions of the grant, 
subgrant, or cooperative agreement ex-
cept as provided in §§ 3015.16 through 
3015.18. 

§ 3015.16 Construction and facility im-
provement. 

(a) Scope. This section covers require-
ments for bid guarantees, performance 
bonds, and payment bonds when the re-
cipients will contract or subcontract 
for construction or facility improve-
ment (including alterations and ren-
ovations of real property) under a 
grant or subgrant. 

(b) Bids and contracts or subcontracts 
of $100,000 or less. Unless otherwise re-
quired by law, the recipients shall fol-
low its own requirements and practices 

relating to bid guarantees, perform-
ance bonds, and payment bonds. 

(c) Bids and contracts or subcontracts 
exceeding $100,000. Unless otherwise re-
quired by law, the recipient may follow 
its own regular policy and require-
ments if the USDA awarding agency 
has decided that the Federal govern-
ment’s interest will be adequately pro-
tected. If this decision has not been 
made, the minimum requirements shall 
be as follows: 

(1) A bid guarantee from each bidder 
equivalent to 5 percent of the bid price; 

(2) A performance bond on the part of 
the contractor for 100 percent of the 
contract price; and 

(3) A payment bond on the part of the 
contractor for 100 percent of the con-
tract price. 

§ 3015.17 Fidelity bonds. 
(a) If the recipient is not a unit of 

government, the awarding agency may 
require the recipient to carry adequate 
fidelity bond coverage where the ab-
sence of coverage for the grant-sup-
ported activity is considered as created 
an unacceptable risk. 

(b) If the subrecipient is not a unit of 
government, the awarding agency or 
the recipient may require that the sub-
recipient carry adequate fidelity bond 
coverage where the absence of coverage 
for the subgrant-supported activity is 
considered as creating an unacceptable 
risk. 

§ 3015.18 Source of bonds. 
Any bonds required under § 3015.16(c) 

(1) through (3) or § 3015.17 shall be ob-
tained from companies holding certifi-
cates of authority as acceptable sure-
ties (31 CFR part 223). A list of these 
companies is published annually by the 
Department of the Treasury in its Cir-
cular 570. 

Subpart D—Record Retention and 
Access Requirements 

§ 3015.20 Applicability. 
(a) This subpart applies to all finan-

cial records, supporting documents, 
statistical records and other records of 
recipients, which are: 

(1) Required to be maintained by the 
provisions of a USDA grant or coopera-
tive agreement, or 

VerDate Mar<15>2010 08:13 Mar 11, 2014 Jkt 232026 PO 00000 Frm 00132 Fmt 8010 Sfmt 8010 Y:\SGML\232026.XXX 232026eh
ie

rs
 o

n 
D

S
K

2V
P

T
V

N
1P

R
O

D
 w

ith
 C

F
R



123 

Office of Chief Financial Officer, USDA § 3015.22 

(2) Otherwise reasonably considered 
as pertinent to a USDA grant or coop-
erative agreement. 

(b) This subpart does not apply to the 
records of contractors and subcontrac-
tors under grants, subgrants and coop-
erative agreements. For a requirement 
to place a provision concerning these 
records in certain kinds of contracts, 
see Subpart S of this part. 

§ 3015.21 Retention period. 
(a) Except as provided in paragraphs 

(b) and (c) of this section, records shall 
be kept for 3 years from the starting 
date specified in § 3015.22. 

(b) If any litigation, claim, negotia-
tion, audit or other action involving 
the records has been started before the 
end of the 3-year period, the records 
shall be kept until all issues are re-
solved, or until the end of the regular 
3-year period, whichever is later. 

(c) In order to avoid dual record-
keeping, awarding agencies may make 
special arrangements for recipients to 
keep any records which are continu-
ously needed for joint use. The award-
ing agency shall request a recipient to 
transfer records to its custody when 
the awarding agency decides that the 
records possess long-term retention 
value. When the records are transferred 
to or maintained by the awarding agen-
cy the 3-year retention requirement 
shall not apply to the recipient. 

(d) Records for nonexpendable prop-
erty acquired in whole or in part, with 
Federal funds shall be retained for 
three years after its final disposition. 

§ 3015.22 Starting date of retention pe-
riod. 

(a) General. The retention period 
starts from the date of the submission 
of the final expenditure report or, 
where USDA grant support is contin-
ued or renewed at annual or other in-
tervals, the 3-year retention period for 
the records of each funding period 
starts on the day the recipient submits 
to USDA its annual or final expendi-
ture report for that period. If an ex-
penditure report has been waived, the 
3-year retention period starts on the 
day the report would have been due. 
Exceptions to this paragraph are con-
tained in paragraphs (b) through (d) of 
this section. 

(b) Equipment records. The 3-year re-
tention period for the equipment 
records required by Subpart R starts 
from the date of the equipment’s dis-
position, replacement, or transfer at 
the direction of the awarding agency. 

(c) Records for income transactions 
after grant or subgrant support. (1) In 
cases where USDA requires that pro-
gram income (as defined in Appendix 
A) be applied to costs incurred after ex-
piration or termination of grant or 
subgrant support, the 3-year retention 
period for these cost records starts 
from the end of the recipient’s fiscal 
year in which the costs are incurred. 

(2) Where USDA requires the disposi-
tion of copyright royalties or other 
program income earned after expira-
tion or termination of grant or 
subgrant support, the 3-year retention 
period for those income records starts 
from the end of the recipient’s fiscal 
year in which the income was earned. 
(See Subpart F, § 3015.44.) 

(d) Indirect cost rate proposals, cost al-
location plans, etc.—(1) Applicability. 
This paragraph applies to the following 
types of documents and their sup-
porting records: 

(i) Indirect cost rate computations or 
proposals; 

(ii) Cost allocation plans; and 
(iii) Any similar accounting com-

putations of the rate at which a par-
ticular group of costs is chargeable 
(such as computer usage chargeback 
rates or composite fringe benefit 
rates). 

(2) If submitted for negotiation. If the 
Federal government requires submis-
sion of the proposal; plan, or other 
computation for negotiation of the rate 
chargeable for particular costs, then 
the 3-year retention period for the 
plan, proposal or other computation 
and the supporting records starts from 
the date of such submission. 

(3) If not submitted for negotiation. If 
the Federal government does not re-
quire submission of the proposal, plan, 
or other computation for negotiation 
of the rate chargeable for particular 
costs, then the 3-year retention period 
for the proposal, plan, or other com-
putation and the supporting records 
starts from the end of the fiscal year 
covered by such proposal, plan, or 
other computation. 
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§ 3015.23 Microfilm. 
Copies made by microfilming, 

photocopying, or similar methods may 
be substituted for the original records. 

§ 3015.24 Access to records. 
(a) Records of recipients. USDA and 

the Comptroller General of the United 
States, or any of their authorized rep-
resentatives, shall have the right of ac-
cess to any books, documents, papers, 
or other records of the recipient which 
are pertinent in a specific USDA award 
in order to make audit, examination, 
excerpts, and transcripts. 

(b) Records of subrecipients. USDA and 
the Comptroller General of the United 
States, and the recipient, or any of 
their authorized representatives, shall 
have the right of access to any books, 
documents, papers, or other records of 
the subrecipient which are pertinent to 
a specific USDA grant or cooperative 
agreement, in order to make audit, ex-
amination, excerpts, and transcripts. 

(c) Expiration of right of access. The 
rights of access in this section shall 
not be limited to the required reten-
tion period but shall last as long as the 
records are kept. 

§ 3015.25 Restrictions to public access. 
Unless required by law, no awarding 

agency shall impose grant or subgrant 
conditions which limit public access to 
records covered by this subpart, except 
when the awarding agency determines 
that such records must be kept con-
fidential and would have been excepted 
from disclosure pursuant to USDA’s 
‘‘Freedom of Information’’ regulations 
if the records had belonged to USDA (7 
CFR 1.1–1.16). 

Subpart E—Waiver of ‘‘Single’’ 
State Agency Requirements 

§ 3015.30 Waiver of ‘‘single’’ State agen-
cy requirements. 

Section 204 of the Intergovernmental 
Cooperation Act of 1968 authorizes Fed-
eral agencies to waive ‘‘single’’ State 
agency requirements on request of the 
Governor or other duly constituted 
State authorities. 

(a) Approval authority. The awarding 
agency has approval authority for 
waiver requests, and shall handle them 

as quickly as feasible. Approval should 
be given whenever possible. 

(b) Refusal procedures. When it is nec-
essary to refuse a request for waiver of 
the ‘‘single’’ State agency require-
ments under section 204, the awarding 
agency shall, through O&F, advise 
OMB that the request cannot be grant-
ed. Such advice should indicate the 
reasons for the denial of the request. 
Notification, through O&F, to OMB 
shall occur prior to informing the 
State of the refusal. 

Subpart F—Grant Related Income 

§ 3015.40 Scope. 

This subpart contains policies and re-
quirements related to program income 
and interest and other investment in-
come earned on advances of grant 
funds. Appendix A defines the term 
‘‘program income.’’ There are five cat-
egories of program income covered in 
this subpart. Each is treated in a sepa-
rate section. The categories are: 

(a) General program income; 
(b) Proceeds from sale of real prop-

erty and from sale of equipment and 
supplies acquired for use; 

(c) Royalties and other income 
earned from a copyrighted work; 

(d) Royalties or equivalent income 
earned from patents or inventions; and 

(e) Income after the period of grant 
or subgrant support not otherwise 
treated. 

§ 3015.41 General program income. 

(a) Applicability. This section applies 
to ‘‘general program income’’ as de-
fined in Appendix A. 

(b) Use. (1) General program income 
shall be retained by the recipient and 
used in accordance with one or a com-
bination of the alternatives in para-
graphs (c), (d), and (e) of this section, 
as follows: The alternative in para-
graph (c) may always be used by recipi-
ents and must be used if neither of the 
other two alternatives is permitted by 
the provisions of the grant award. The 
alternatives in paragraph (d) or (e) of 
this section may be used only if ex-
pressly permitted by the provisions of 
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the grant award. In specifying alter-
natives that may be used, the provi-
sions of the grant award may distin-
guish between income earned by the re-
cipient and income earned by sub-
recipients and between the sources, 
kinds, or amounts of income. 

(2) The provisions of a subgrant 
award may restrict the use of general 
program income earned by the sub-
recipient to only one or some of the al-
ternatives permitted by the provisions 
of the grant, but the alternative in 
paragraph (c) of this section shall al-
ways be permitted. 

(c) Deduction alternative. (1) Under 
this alternative, the income is used for 
allowable costs of the project or pro-
gram. If there is a cost-sharing or 
matching requirement, costs supported 
by the income may not count toward 
satisfying that requirement. Therefore, 
the maximum percentage of Federal 
cost-sharing is applied to the net 
amount determined by deducting the 
income from total allowable costs and 
third party in-kind contributions. The 
income shall be used for current costs 
unless the awarding agency authorizes 
the income to be used in a later period. 

(2) To illustrate this alternative, as-
sume a project in which the recipient 
incurs $100,000 of allowable costs and 
receives no third party in-kind con-
tributions. If the recipient earns $10,000 
in general program income and this al-
ternative applies, that $10,000 must be 
deducted from the $100,000 before apply-
ing the maximum percentage of Fed-
eral cost-sharing. If that percentage is 
90 percent, the most that could be paid 
to the recipient would therefore be 
$81,000 (90 percent times $90,000). 

(d) Cost-sharing or matching alter-
native. (1) Under this alternative, the 
income is used for allowable costs of 
the project or program but, in this 
case, the costs supported by the income 
may count toward satisfying a cost- 
sharing or matching requirement. 
Therefore, the maximum percentage of 
Federal cost-sharing is applied to total 
allowable costs and third party in-kind 
contributions. The income shall be 
used for current costs unless the 
awarding agency authorizes its use in a 
later period. 

(2) To illustrate this alternative, as-
sume the same situation as in para-

graph (c)(2) of this section. Under this 
alternative, the 90 percent maximum 
percentage of Federal cost-sharing 
would be applied to the full $100,000, 
and $90,000 could therefore be paid to 
the recipient. 

(e) Additional costs alternative. Under 
this alternative, the income is used for 
costs which are in addition to the al-
lowable costs of the project or program 
but which nevertheless further the ob-
jectives of the Federal statute under 
which the grant was made. Provided 
that the costs supported by the income 
further the broad objectives of that 
statute, they need not be of a kind that 
would be permissible as charges to Fed-
eral funds. Examples of purposes for 
which the income may be used are: 

(1) Expanding the project or program. 
(2) Continuing the project or program 

after grant or subgrant support ends. 
(3) Supporting other projects or pro-

grams that further the broad objectives 
of the statute. 

(4) Obtaining equipment or other as-
sets needed for the project or program 
or for other activities that further the 
statute’s objectives. 

§ 3015.42 Proceeds from sale of real 
property and from sale of equip-
ment and supplies acquired for use. 

The following kinds of program in-
come shall be governed by Subpart R of 
this part: 

(a) Proceeds from the sale of real 
property purchased or constructed 
under a grant or subgrant. 

(b) Proceeds from the sale of equip-
ment and supplies created or purchased 
under a grant or subgrant and intended 
primarily for use in the grant or 
subgrant-supported project or program 
rather than for sale or rental. 

§ 3015.43 Royalties and other income 
earned from a copyrighted work. 

(a) This section applies to royalties, 
license fees, and other income earned 
by a recipient from a copyrighted work 
developed under the grant or subgrant. 
Income of that kind is covered by this 
section whether a third party or the re-
cipient acts as the publisher, seller, ex-
hibitor, or performer of the copy-
righted work. In some cases the recipi-
ent incurs costs to earn the income but 
does not charge these costs to USDA 
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1 ‘‘State’’ is defined in the Act to include 
any agency or instrumentality of a State, 
and the definition does not exclude a hos-
pital or institution of higher education 
which is such an agency or instrumentality. 
‘‘Grant-in-aid’’ is defined in the Act to ex-
clude payments under research and develop-
ment contracts or grants which are awarded 
directly and on similar terms to all quali-
fying organizations, whether public or pri-
vate. (42 U.S.C. 4201) 

grant funds, to required cost-sharing or 
matching funds, or to other program 
income. Costs of that kind may be de-
ducted from the gross income in order 
to determine how much must be treat-
ed as program income. 

(b) The provisions of the grant award 
govern the disposition of income sub-
ject to this section. If the provisions of 
the grant award do not treat this kind 
of income, there are no USDA require-
ments governing its disposition. A re-
cipient is not prohibited from imposing 
requirements of its own on the disposi-
tion of this kind of income which is 
earned by its subrecipients provided 
those requirements are in addition to, 
and not inconsistent with, any require-
ments imposed by the provisions of the 
grant award. 

§ 3015.44 Royalties or equivalent in-
come earned from patents or from 
inventions. 

Disposition of royalties or equivalent 
income earned on patents or inventions 
arising out of activities assisted by a 
grant or subgrant shall be governed by 
the provisions of the grant or subgrant 
agreement. If the agreement does not 
provide for the disposition of the royal-
ties or equivalent income, the disposi-
tion shall be in accordance with the re-
cipient’s own policies. 

§ 3015.45 Other program income. 

(a) This section applies to program 
income not treated elsewhere in this 
part which subsequently results from 
an activity supported by a grant or 
subgrant but which does not accrue 
until after the period of grant or 
subgrant support. An example is pro-
ceeds from the sale or rental of a resid-
ual inventory of merchandise created 
or purchased by a grant-supported 
workshop during the period of support. 

(b) The provisions of the grant award 
govern the disposition of income sub-
ject to this section. If the provisions do 
not treat this kind of income, there are 
no USDA requirements governing its 
disposition. A recipient may impose re-
quirements of its own on the disposi-
tion of this kind of income which is 
earned by its subrecipients provided 
those requirements are in addition to 
and not inconsistent with any require-

ments imposed by the provisions of the 
grant award. 

§ 3015.46 Interest earned on advances 
of grant funds. 

(a) Except when exempted by Federal 
statute (see paragraph (b) of this sec-
tion for the principal exemption), re-
cipients shall remit to the Federal gov-
ernment any interest or other invest-
ment income earned on advances of 
USDA grant funds. This includes any 
interest or investment income earned 
by subrecipients and cost-type contrac-
tors on advances to them that result 
from advances of USDA grant funds to 
the recipient. Unless the recipient re-
ceives other instructions from the re-
sponsible USDA awarding agency, the 
recipient shall remit the amount due 
by check or money order payable to 
the awarding agency. This requirement 
may not be administratively waived. 

(b) In accordance with the Intergov-
ernmental Cooperation Act of 1968 (42 
U.S.C. 4213), States, as defined in the 
Act, shall not be accountable to the 
Federal government for interest or in-
vestment income earned by the State 
itself, or by its subrecipents, where 
this income is attributable to grants- 
in-aid, as defined in the Act. 1 

(c) Recipients are cautioned that 
they are subject to the provisions of 
Subpart L for minimizing the time be-
tween the transfer of advances and 
their disbursement. Those provisions 
apply even if there is no accountability 
to the Federal government for interest 
or other investment income earned on 
the advances. 

Subpart G—Cost-Sharing or 
Matching 

§ 3015.50 Scope. 
This subpart contains rules reflecting 

Federal requirements for cost-sharing 
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or matching. These rules apply wheth-
er cost-sharing or matching is required 
by Federal statute, awarding agency 
regulations, or by other provisions es-
tablished by the specific grant agree-
ment. 

§ 3015.51 Acceptable contributions and 
costs. 

A cost-sharing or a matching require-
ment may be satisfied after qualifica-
tions and exceptions are met in § 3015.52 
and by satisfying either or both of the 
following: 

(a) Allowable costs incurred by the 
recipient or by any subrecipient under 
the grant or subgrant. This includes al-
lowable costs supported by non-Federal 
grants or by cash donations from non- 
Federal third parties. Allowable costs 
shall be determined in accordance with 
the cost principles set forth in Subpart 
T. 

(b) The value of third party in-kind 
contributions applicable to the same 
period when a cost-sharing or matching 
requirement applies. 

§ 3015.52 Qualifications and excep-
tions. 

(a) Costs supported by other Federal 
grants. (1) A cost-sharing or a matching 
requirement shall not be met by costs 
supported by another Federal grant, 
except as provided by Federal statute. 
This exception however, does not apply 
to costs supported by general program 
income earned from a contract awarded 
under another Federal grant. 

(2) For the purpose of this part, funds 
provided under General or Counter-
cyclical Revenue Sharing Programs (31 
U.S.C. 1221 et seq. and 42 U.S.C. 6721 et 
seq.) are not considered Federal grants. 
Therefore, allowable costs supported by 
these funds may be used to satisfy a 
cost-sharing or a matching require-
ment. 

(b) Costs or contributions applied to-
wards other Federal cost-sharing require-
ments. Recipient costs or the value of 
third party in-kind contributions shall 
not count towards satisfying a cost- 
sharing or matching requirement of a 
USDA grant if they are or will be 
counted towards satisfying a cost-shar-
ing or matching requirement of an-
other Federal grant, a Federal procure-

ment contract, or any other award of 
Federal funds. 

(c) Costs financed by general program 
income. Costs financed by general pro-
gram income as defined in Appendix A 
shall not count towards satisfying a 
cost-sharing or matching requirement 
of a USDA grant supporting the activ-
ity unless the provisions of the grant 
award expressly permit the income to 
be used for cost-sharing or matching 
purposes. (This is the alternative for 
use of general program income de-
scribed in § 3015.41). 

(d) Services or property financed by in-
come earned by contractors. Contractors 
under a grant or subgrant may earn in-
come from the activities carried out 
under the contract in addition to the 
amounts earned from the party award-
ing the contract. No costs of services 
or property supported by this income 
may count toward satisfying a cost- 
sharing or matching requirement un-
less other provisions of the grant 
award expressly permit this kind of in-
come to be used to meet the require-
ment. 

(e) Records. In order to count cost and 
third party in-kind contributions to-
wards satisfying a cost-sharing or a 
matching requirement, there must be 
verification and accurate documenta-
tion from the records of recipients or 
cost-type contractors. These records 
shall show how the value placed on 
third party in-kind contributions was 
decided. Special standards and proce-
dures for calculating these contribu-
tions are discussed in paragraph (f) of 
this section. Volunteer services, to the 
extent possible, shall be supported by 
the same pay procedures and rates em-
ployed by the organization when pay-
ing for similar work performed by its 
personnel. 

(f) Special standards for third party in- 
kind contributions—(1) Contributions to 
recipients or cost-type contractors. A 
third party in-kind contribution to a 
recipient or cost-type contractor may 
count towards satisfying a cost-sharing 
or matching requirement only where, if 
the recipient or cost-type contractor 
were to pay for it, the payment would 
be an allowable cost. 

(2) Contributions to fixed-price contrac-
tors. A third party in-kind contribution 
to a fixed-price contractor may count 

VerDate Mar<15>2010 08:13 Mar 11, 2014 Jkt 232026 PO 00000 Frm 00137 Fmt 8010 Sfmt 8010 Y:\SGML\232026.XXX 232026eh
ie

rs
 o

n 
D

S
K

2V
P

T
V

N
1P

R
O

D
 w

ith
 C

F
R



128 

7 CFR Ch. XXX (1–1–14 Edition) § 3015.53 

towards satisfying a cost-sharing or 
matching requirement only if it results 
in: 

(i) An increase in the services or 
property provided under the contract 
(without additional cost to the recipi-
ent or subrecipient), or 

(ii) A cost savings to the recipient or 
subrecipient. 

§ 3015.53 Valuation of donated serv-
ices. 

(a) Volunteer services. Unpaid services 
provided to a recipient by an individual 
shall be valued at rates consistent with 
the rates normally paid for similar 
work in the recipient organization. If 
there is no similar work in the recipi-
ent organization, the rate of pay for 
volunteer services should be consistent 
with those regular rates paid for simi-
lar work in the same labor market. In 
either case, a reasonable amount for 
fringe benefits may be included in the 
valuation. 

(b) Employees of other organizations. 
When an employer, other than a recipi-
ent or cost-type contractor, furnishes 
the services of an employee without 
cost to perform the employee’s normal 
line of work, the services shall be val-
ued at the employee’s regular rate of 
pay, exclusive of the employer’s fringe 
benefits and overhead cost. If the serv-
ices are in a different line of work, 
paragraph (a) of this section shall 
apply. 

§ 3015.54 Valuation of donated sup-
plies and loaned equipment or 
space. 

(a) If a third party donates supplies, 
the contributions shall not exceed the 
cost of the supplies to the donor or the 
market value of the supplies, at the 
time of the donation, whichever is less. 

(b) If a third party donates the use of 
equipment or space in a building but 
retains the title, the contribution shall 
be valued at the fair rental rate of the 
equipment or space. 

§ 3015.55 Valuation of donated equip-
ment, buildings, and land. 

When a third party donates equip-
ment, buildings or land, and the title is 
given to the recipient, the treatment of 
this donated property shall depend 

upon the purpose of the grant or 
subgrant as follows: 

(a) Awards for capital expenditures. If 
the purpose of the grant or subgrant is 
to assist the recipient in acquiring 
property, such as equipment, buildings, 
and land, then the market value of 
that property at the time of donation 
may be counted as cost-sharing or 
matching. 

(b) Other awards. If the nature of the 
grant or subgrant is not for the purpose 
of acquiring property, the following 
rules shall apply: 

(1) If approval is obtained from the 
awarding agency, the market value at 
the time of donation of the equipment 
or buildings and the fair rental rate of 
the donated land may be counted as 
cost-sharing or matching. In the case 
of a subgrant, the provisions of the 
USDA grant should require that the ap-
proval be obtained from the awarding 
agency as well as the recipient. In all 
cases, the approval may be given only 
if a purchase of the equipment or rent-
al of the land would be approved as an 
allowable direct cost. 

(2) If approval is not obtained under 
paragraph (b)(1) of this section, no 
amount shall be counted for donated 
land. Instead, only depreciation or use 
allowances may be counted for donated 
equipment and buildings and treated as 
costs incurred by the recipient. They 
are computed and allocated (usually as 
indirect costs) in accordance with the 
cost principles specified in Subpart T 
of this part. They will thus be handled 
in the same way as depreciation or use 
allowances for purchased equipment 
and buildings. The amount of deprecia-
tion or use allowances for donated 
equipment and buildings is based on 
the property’s market value at the 
time it was donated. 

§ 3015.56 Appraisal of real property. 
In some cases, it will be necessary to 

establish the market value of land or a 
building or the fair rental rate of land 
or of space in a building. In these cases, 
the awarding agency must require that 
the market value or fair rental rate be 
set by an independent appraiser (or by 
a representative of the U.S. General 
Services Administration, if available) 
and that the value or rate be certified 
by a responsible official of the party to 
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which the property or its use is do-
nated. This requirement must also be 
imposed by the recipient on subgrants. 

Subpart H—Standards for 
Financial Management Systems 

§ 3015.60 Scope. 
This subpart contains standards for 

financial management systems of re-
cipients. No additional financial man-
agement standards or requirements 
shall be imposed by awarding agencies. 
Awarding agencies will, however, pro-
vide recipients with suggestions and 
assistance on establishing or improving 
financial management systems when 
such assistance is needed or requested. 

§ 3015.61 Financial management stand-
ards. 

The following standards shall be met 
by recipients and subrecipients in man-
aging their financial management sys-
tem. 

(a) Financial reporting. Complete, ac-
curate, and current disclosure of the fi-
nancial results of each USDA spon-
sored project or program shall be made 
in accordance with the financial re-
porting requirements set forth in the 
grant or subgrant. When a USDA 
awarding agency requires reporting on 
an accrual basis, the recipient shall not 
be required to establish an accrual ac-
counting system, but shall develop 
such accrual data for its reports on the 
basis of an analysis of the documenta-
tion on hand. 

(b) Accounting records. The source and 
application of funds shall be readily 
identified by the continuous mainte-
nance of updated records. Records, as 
such, shall contain information per-
taining to grant or subgrant awards, 
authorizations, obligations, unobli-
gated balances, assets, outlays, and in-
come. When the recipient is a govern-
mental entity, the records shall also 
contain liabilities. 

(c) Internal control. Effective control 
over and accountability for all USDA 
grant or subgrant funds, real and per-
sonal property assets shall be main-
tained. Recipients shall adequately 
safeguard all such property and shall 
ensure that it is used solely for author-
ized purposes. In cases where projects 
are not 100 percent Federally funded, 

recipients must have effective internal 
controls to assure that expenditures fi-
nanced with Federal funds are properly 
chargeable to the grant supported 
project. 

(d) Budgetary control. The actual and 
budgeted amounts for each grant or 
subgrant shall be compared. If appro-
priate, or required by the awarding 
agency, financial information shall be 
related to performance and unit cost 
data. When unit cost data is required, 
estimates based on available docu-
mentation may be accepted whenever 
possible. 

(e) Advance payments. There shall be 
specific procedures established to mini-
mize the time elapsing between the ad-
vance of Federal grant or subgrant 
funds and their subsequent disburse-
ment by the recipient. When advances 
are made by a letter of credit method, 
the recipients shall make drawdowns 
as close as possible to the time of mak-
ing the disbursements. This same pro-
cedure shall be followed by recipients 
who advance cash to subrecipients to 
ensure that timely fiscal transactions 
and reporting requirements are con-
ducted. 

(f) Allowable costs. Established proce-
dures shall be used for determining the 
reasonableness, allowability, and 
allocability of costs in accordance with 
the cost principles prescribed by Sub-
part T of this part and the provisions 
of the grant award. 

(g) Source documentation. Accounting 
records shall be supported by source 
documentation. These documentations 
include, but are not limited to, can-
celled checks, paid bills, payrolls, con-
tract and subgrant award documents. 

(h) Audit resolution. A systematic 
method shall be employed by each re-
cipient to assure timely and appro-
priate resolution of audit findings and 
recommendations. 

Subpart I [Reserved] 

Subpart J—Financial Reporting 
Requirements 

§ 3015.80 Scope and applicability. 
(a) This subpart prescribes require-

ments and forms for recipients to re-
port financial information to USDA 
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and to request grant payments when a 
letter of credit is not used. 

(b) This subpart need not be applied 
by recipients in dealing with their sub-
recipients. Recipients are encouraged 
not to impose on subrecipients more 
burdensome requirements than USDA 
imposes on them. 

§ 3015.81 General. 
(a) Except as provided in paragraphs 

(d) and (e) of this section, recipients 
shall use only the forms specified in 
§§ 3015.82 through 3015.85, and such 
other forms as may be authorized by 
OMB for: 

(1) Submitting grant financial re-
ports to awarding agencies, or 

(2) Requesting grant payments when 
letters of credit or automatic 
prescheduled Treasury check advances 
are not used. 

(b) Recipients shall follow all appli-
cable standard instructions issued by 
OMB for use in connection with the 
forms specified in §§ 3015.82 through 
3015.85. Awarding agencies may not 
issue substantive supplementary in-
structions that are inconsistent with 
this subpart or impose additional re-
quirements on recipients without the 
approval of O&F and OMB. However, 
awarding agencies may shade out or in-
struct the recipient to disregard any 
line item that the awarding agency 
finds unnecessary for its decision-mak-
ing purposes. 

(c) Recipients shall not be required to 
submit more than one original and two 
copies of the forms required under this 
subpart. 

(d) Awarding agencies may provide 
computer outputs to recipients to expe-
dite or contribute to the accuracy of 
reporting. Awarding agencies may ac-
cept the required information from re-
cipients in machine readable form or 
computer printouts instead of pre-
scribed formats. 

(e) When an awarding agency deter-
mines that a recipient’s accounting 
system does not meet the standards for 
financial management systems con-
tained in Subpart H of this part, it may 
require more frequent financial reports 
or more detail (or both) upon written 
notice to the recipient (without regard 
to § 3015.4) until such time as the stand-
ards are met. 

(f) Awarding agencies may waive any 
report required by this subpart, if not 
needed. 

(g) Awarding agencies may extend 
the due date for any financial report 
upon receiving a justified request from 
the recipient. The recipient should not 
wait until the due date if an extension 
is to be requested, but should submit 
the request as soon as the need be-
comes known. Failure by a recipient to 
submit a report by its due date may re-
sult in severe enforcement actions by 
USDA. These may include withholding 
of further grant payments, suspension 
or termination of the grant, etc. There-
fore recipients are urged to submit re-
ports on time. 

§ 3015.82 Financial status report. 

(a) Form. Recipients shall use Stand-
ard Form 269, Financial Status Report, 
to report the status of funds for all 
nonconstruction projects or programs. 

(b) Accounting basis. Unless specified 
in the provisions of the grant or 
subgrant each recipient shall report 
program outlays and program income 
on the same accounting basis, i.e., cash 
or accrual, which it uses in its account-
ing system. 

(c) Frequency. The awarding agency 
may prescribe the frequency of the re-
port for each project or program. How-
ever, the report shall not be required 
more frequently than quarterly except 
as provided in §§ 3015.4, 3015.81(e), or by 
statute. If the awarding agency does 
not specify the frequency of the report, 
it shall be submitted annually. Upon 
expiration or termination of the grant 
or cooperative agreement, if a period of 
time remains not covered by a periodic 
report (i.e., a quarterly, semi-annual or 
annual report), a final report shall be 
required. 

(d) Due date. When reports are re-
quired on a quarterly or semiannual 
basis, they shall be due 30 days after 
the reporting period. When required on 
an annual basis, they shall be due 90 
days after the end of the grant or 
agreement period. In addition, final re-
ports as defined in § 3015.82(c) shall be 
due 90 days after the expiration or ter-
mination of grant or agreement sup-
port, except in those instances where 
an extension has been granted. 
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(e) Final reports. (1) Final reports (i.e., 
the last report submitted) must not 
show any unpaid obligations. 

(2) If the recipient will still have un-
paid obligations when the final report 
is due, the recipient shall submit a pro-
visional final report (showing the un-
paid obligations) by the due date, and a 
true final report when all obligations 
have been paid. When submitting a pro-
visional final report, the recipient 
shall tell the awarding agency when it 
expects to submit a true final report. 

(3) As provided in § 3015.81(f), award-
ing agencies may waive provisional 
final reports. 

§ 3015.83 Federal cash transactions re-
port. 

(a) Form. (1) For grants or coopera-
tive agreements paid by letters of cred-
it (or Treasury check advances) 
through any USDA payment office, the 
recipient shall submit to USDA a 
Standard Form 272, Federal Cash 
Transactions Report, and, when nec-
essary, its continuation sheet, SF–272a. 
Recipients under the Regional Dis-
bursing Office (RDO) system shall not 
be required to submit a SF–272. For 
these recipients, awarding agencies 
shall use information contained in the 
Request for Payment to monitor re-
cipient cash balances and to get dis-
bursement information. 

(2) The SF–272 will be used by USDA 
to monitor cash advanced to recipients 
and to obtain disbursement or outlay 
information from recipients for each 
grant or cooperative agreement. The 
format of the report may be adapted, 
as appropriate, when reporting is to be 
accomplished with the assistance of 
automatic data processing equipment, 
provided that the identical information 
is submitted. 

(b) Forecasts of Federal cash require-
ments. Awarding agencies may require 
that forecasts of Federal cash require-
ments be provided in the ‘‘Remarks’’ 
section of the report. 

(c) Cash in hands of subrecipients or 
contractors. When considered necessary 
and feasible by the responsible USDA 
awarding agency, recipients may be re-
quired to: 

(1) Show in the ‘‘Remarks’’ section of 
the report the amount of cash advances 
exceeding three days needs in the 

hands of their subrecipients or contrac-
tors, and 

(2) Provide short narrative expla-
nations or actions taken by the recipi-
ent to reduce such excess balances. 

(d) Frequency and due date. Recipients 
shall submit the report no later than 15 
working days following the end of each 
quarter. However, the USDA payment 
office may require recipients receiving 
advances of one million dollars or more 
per year to submit a report within 15 
working days following the end of each 
month. Awarding agencies may waive 
the requirement for submission of the 
SF–272 when monthly advances do not 
exceed $10,000 per recipient, provided 
that such advances are monitored 
through other forms contained in this 
subpart, or if, in the awarding agency’s 
opinion, the recipient’s accounting 
controls are adequate to minimize ex-
cessive Federal advances. 

§ 3015.84 Request for advance or reim-
bursement. 

(a) Advance payments. Recipients of 
nonconstruction grants or cooperative 
agreements shall request Treasury 
check advance payments on Standard 
Form 270, Request for Advance or Re-
imbursement. This form is not used for 
letter of credit drawdowns or predeter-
mined automatic advance payments. 

(b) Reimbursements. Recipients of non-
construction grants or cooperative 
agreements shall request reimburse-
ment on Standard Form 270, Request 
for Advance or Reimbursement (for re-
imbursement request under construc-
tion grants or cooperative agreements, 
see § 3015.85). 

(c) The frequency for submitting pay-
ment requests on SF–270 is treated in 
§ 3015.104. 

§ 3015.85 Outlay report and request for 
reimbursement for construction 
programs. 

(a) Construction grants paid by reim-
bursement method. (1) Requests for reim-
bursement under construction grants 
shall be submitted on Standard Form 
271, Outlay Report and Request for Re-
imbursement for Construction Pro-
grams. Awarding agencies may, how-
ever, prescribe the Request for Advance 
or Reimbursement form specified in 
§ 3015.84 instead of this form. 
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(2) The frequency for submitting re-
imbursement requests is treated in 
§ 3015.104. 

(b) Construction grants paid by letter of 
credit or Treasury check advance. (1) 
When a construction grant or a cooper-
ative agreement is paid by letter of 
credit or Treasury check advances, the 
recipient shall report its outlays to the 
awarding agency using Standard Form 
271, Outlay Report and Request for Re-
imbursement for Construction Pro-
grams. The awarding agency will pro-
vide any necessary special instruc-
tions. However, frequency and due date 
shall be governed by § 3015.82 (c) and 
(d). 

(2) When a construction grant or co-
operative agreement is paid by Treas-
ury check advances based on periodic 
requests from the recipient, the ad-
vances shall be requested on the form 
specified in § 3015.84. 

(3) The awarding agency may sub-
stitute the Financial Status Report 
specified in § 3015.82 for the Outlay Re-
port and Request for Reimbursement. 

(c) Accounting basis. The accounting 
basis for the Outlay Report and Re-
quest for Reimbursement for Construc-
tion Programs shall be governed by 
§ 3015.82(b). 

Subpart K—Monitoring and 
Reporting Program Performance 

§ 3015.90 Scope. 
This subpart establishes procedures 

for monitoring and reporting program 
performance of recipients. These proce-
dures place responsibility on recipients 
to manage the day-to-day operations of 
their grant and subgrant supported ac-
tivities. 

§ 3015.91 Monitoring by recipients. 
Recipients shall monitor the per-

formance of grant and subgrant-sup-
ported activities to assure that per-
formance goals are being achieved. Re-
cipient monitoring shall cover each 
program, function, or activity. 

§ 3015.92 Performance reports. 
(a) Nonconstruction. The awarding 

agency shall, if it decides that perform-
ance information available from subse-
quent applications contains sufficient 
information to meet its programmatic 

needs, require the recipient to submit a 
performance report only upon expira-
tion or termination of grant support. 
Unless waived by the awarding agency 
this report will be due on the same 
date as the final Financial Status Re-
port (as provided in § 3015.82 (d) and (e)). 

(1) Recipients shall submit annual 
peformance reports unless the award-
ing agency requires quarterly or semi- 
annual reports or unless covered under 
paragraph (a) of this section. Annual 
reports shall be due 90 days after the 
grant year; quarterly or semi-annual 
reports shall be due 30 days after the 
reporting period. The final perform-
ance report shall be due 90 days after 
the expiration or termination of grant 
support. If a justified request is sub-
mitted by a recipient, the awarding 
agency may extend the due date for 
any performance report. Additionally, 
requirements for unnecessary perform-
ance reports may be waived by the 
awarding agency. 

(2) Performance reports shall con-
tain, for each grant, brief information 
on the following: 

(i) A comparison of actual accom-
plishments to the goals established for 
the period. Where the output of the 
project can be readily expressed in 
numbers, a computation of the cost per 
unit of output may be required if that 
information will be useful. 

(ii) The reasons for slippage if estab-
lished goals were not met. 

(iii) Additional pertinent information 
including, when appropriate, analysis 
and explanation of cost overruns or 
high unit costs. 

(3) Recipients shall not be required to 
submit more than the original and two 
copies of performance reports. 

(4) Recipients shall adhere to the 
standards in paragraph (a) of this sec-
tion in prescribing performance report-
ing requirements for subrecipients. 

(b) Construction. For the most part, 
on-site technical inspections and cer-
tified percentage-of-completion data 
are relied on heavily by awarding agen-
cies to monitor progress under con-
struction grants and subgrants. The 
awarding agency shall require addi-
tional formal performance reports only 
when considered necessary, and never 
more frequently than quarterly. 
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§ 3015.93 Significant developments. 
Events may occur between the sched-

uled performance reporting dates 
which have significant impact upon the 
grant or subgrant supported activity. 
In such cases, the recipient shall in-
form the awarding agency as soon as 
the following types of conditions be-
come known: 

(a) Problems, delays, or adverse con-
ditions which will materially impair 
the ability to meet the objective of the 
award. This disclosure shall include a 
statement of the action taken, or con-
templated, and any assistance needed 
to resolve the situation. 

(b) Favorable developments which 
enable meeting time schedules and 
goals sooner or at less cost than antici-
pated or producing more beneficial re-
sults than originally planned. 

§ 3015.94 Site visits. 
The awarding agency shall make site 

visits as frequently as practicable to: 
(a) Review program accomplishments 

and manage control systems. 
(b) Provide such technical assistance 

as may be required. 

§ 3015.95 Waivers, extensions and en-
forcement actions. 

(a) Reports from recipients. USDA may 
waive any performance report required 
by this subpart if not needed. 

(b) Reports from subrecipients. The re-
cipient may waive any performance re-
port from a subrecipient when not 
needed. The recipient may extend the 
due date for any performance report 
from a subrecipient if the recipient will 
still be able to meet its performance 
reporting obligations to the USDA 
awarding agency. 

Subpart L—Payment Requirements 

§ 3015.100 Scope. 
This subpart prescribes the basic 

standards and methods under which a 
USDA awarding agency will make 
grant payments to recipients, and re-
cipients will make subgrant payments 
to their subrecipients. 

§ 3015.101 General. 
Methods and procedures for making 

payments to recipients shall minimize 

the time elapsing between the transfer 
of funds and the recipient’s disburse-
ments. 

§ 3015.102 Payment methods. 

(a) Non-construction. (1) Letters of 
credit will be used to pay USDA recipi-
ents when all the following conditions 
exist: 

(i) There is or will be a continuing re-
lationship between the recipient and 
the USDA awarding agency for at least 
a 12 month period and the total 
amount of advances to be received 
within that period from the awarding 
agency is $120,000 or more per year. 

(ii) The recipient has established or 
demonstrated to the USDA awarding 
agency the willingness and ability to 
establish procedures that will mini-
mize the time elapsing between the 
transfer of funds from the Treasury 
and their disbursement by the recipi-
ent. 

(iii) The recipient’s financial man-
agement system meets the standards 
for fund control and accountability 
prescribed in Subpart H of this part. 

(2) Advances by Treasury check will 
be used, in accordance with Treasury 
Circular No. 1075, when the recipient 
does not meet the requirements in 
paragraph (a)(1)(i) of this section but 
does meet the requirements in para-
graphs (a)(1) (ii) and (iii) of this sec-
tion. 

(3) Reimbursement by Treasury 
check shall be the preferred method 
when the recipient does not meet the 
requirements specified in either para-
graph (a)(1)(ii) or paragraph (a)(1)(iii) 
of this section. This method may also 
be used when USDA financial assist-
ance makes up only a minor portion of 
the program and where the major por-
tion of the program is accomplished 
through private financing or Federal 
loans. 

(b) Construction. (1) Reimbursement 
by Treasury check shall be the pre-
ferred method when the recipient does 
not meet the requirements specified in 
§ 3015.102(a)(1) (ii) or (iii), and may be 
used for any USDA construction grant 
unless USDA has entered into an agree-
ment with the recipient to use a letter 
of credit for all USDA grants, including 
construction grants. 
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(2) When the reimbursement by 
Treasury check method is not used, 
§ 3015.102(a) (1) and (2) shall apply to the 
construction grants. Implementing 
procedures under § 3015.102(a) (1) and (2) 
will be the same for construction 
grants as for nonconstruction grants 
awarded to the same recipient, insofar 
as possible. 

(3) USDA awarding agencies will not 
use the percentage-of-completion 
method to pay its construction grants. 
The recipient may use that method to 
pay its construction contractor, but if 
it does, USDA payments to the recipi-
ent will nevertheless be based on the 
recipient’s actual rate of disburse-
ments. 

§ 3015.103 Withholding payments. 
(a) Unless otherwise required by Fed-

eral statute, payments for proper 
charges incurred by recipients will not 
be withheld at any time during the 
grant period unless (1) the recipient 
has failed to comply with the program 
objectives, grant award conditions, or 
Federal reporting requirements, or (2) 
the recipient is indebted to the United 
States and collection of the indebted-
ness will not impair accomplishment of 
the objectives of any grant program 
sponsored by the United States, or (3) 
the grant is suspended pursuant to 
Subpart N of this part. 

(b) Payments withheld for failure of a 
recipient to comply with reporting re-
quirements, but without suspension of 
the grant, will be released to the re-
cipient upon subsequent compliance. 
When a grant is suspended, payment 
adjustments will be made in accord-
ance with Subpart N of this part. When 
a debt is to be collected, USDA award-
ing agencies may withhold payments 
or require appropriate accounting ad-
justments to recorded cash balances for 
which the recipient is accountable to 
the Federal government, in order to 
liquidate the indebtedness. 

§ 3015.104 Requesting advances or re-
imbursements. 

(a) Advances. If advance payments are 
by Treasury check and are not 
prescheduled, the recipient shall sub-
mit its payment requests at least 
monthly. Less frequent requests are 
not permitted for they result in ad-

vances covering excessive periods of 
time. Recipient requests for advances 
shall not be made in excess of the Fed-
eral share of reasonable estimates of 
outlays for the month covered. These 
estimates shall be made on a cash 
basis, even if the recipient uses an ac-
crual accounting system. 

(b) Reimbursements. If payments are 
made through reimbursement or by 
Treasury check: 

(1) Requests for reimbursements may 
be submitted monthly or more fre-
quently if authorized to do so by the 
awarding agency. Ordinarily, payment 
will be made within 30 days after re-
ceipt of a proper request for reimburse-
ment. 

(2) The recipient shall not request re-
imbursement for the Federal share of 
amounts withheld from contractors to 
ensure satisfactory completion of work 
until after it makes those payments. 

(c) Forms. The forms for requesting 
advances or reimbursements are identi-
fied in Subpart J of this part. 

§ 3015.105 Payments to subrecipients. 

Recipients shall observe the require-
ments of this subpart in making (or 
withholding) payments to subrecipi-
ents, with the following exceptions: 

(a) Advance payment by Treasury 
check may be used instead of letter of 
credit; 

(b) The forms specified in Subpart J 
of this part for requesting advances 
and reimbursements are not required 
to be used by subrecipients; and 

(c) The reimbursement by check 
method may be used to pay any con-
struction subgrant. 

Subpart M—Programmatic 
Changes and Budget Revisions 

§ 3015.110 Scope and applicability. 

(a) Scope. This subpart deals with 
prior approval requirements for post- 
award programmatic changes and 
budget revisions by recipients. 

(b) Exemption of mandatory or formula 
grants. Sections 3015.113 through 
3015.115 do not apply to programmatic 
changes or budget revisions made by 
recipients under State plans or other 
grants which the awarding agency is 
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required by law to award if the appli-
cant meets all applicable requirements 
for entitlement. 

(c) Exemption of certain subgrants. 
Sections 3015.113 through 3015.115 do 
not apply to subgrants from States to 
their local governments under a man-
datory or formula grant, if the local 
government is not required to apply for 
the subgrant on a project basis. Gen-
erally, such exempt subgrants will 
occur under a State plan which pro-
vides for local administration of a 
State-wide program under State super-
vision. 

§ 3015.111 Cost principles. 

(a) The cost principles prescribed by 
subpart T of this part require prior ap-
proval of certain types of costs. Except 
when waived, those prior approval re-
quirements apply to all grants and sub-
grants, whether or not §§ 3015.113 
through 3015.115 apply. 

(b) Procedures for prior approvals re-
quired by the cost principles are in 
§ 3015.196. Procedures for prior approv-
als required by this subpart are in 
§ 3015.112. 

§ 3015.112 Approval procedures. 

(a) For grants or cooperative agree-
ments. When requesting a prior ap-
proval required by this subpart, recipi-
ents shall address their requests to the 
responsible official of the awarding 
agency. Approvals shall not be valid 
unless they are in writing and signed 
by either the responsible officer, the 
head of the awarding agency, or the 
head of the awarding agency’s regional 
office. 

(b) For subgrants. Recipients shall be 
responsible for reviewing requests from 
their subrecipients for the approvals 
required by this subpart and for giving 
or denying the approval. A recipient 
shall not approve any action which is 
inconsistent with the purpose or terms 
of the Federal grant or cooperative 
agreement. If an action by a sub-
recipient will result in a change in the 
overall grant project or budget requir-
ing approval from the awarding agen-
cy, the recipient shall obtain that ap-
proval before giving its approval to the 
subrecipient. Approvals shall not be 
valid unless they are in writing and 

signed by an authorized official of the 
recipient organization. 

(c) Timing. Within 30 days from the 
date of receipt of a request for ap-
proval, the approval authority shall re-
view the request and notify the recipi-
ent of its decision. If the request for 
approval is still under consideration at 
the end of 30 days, the approval author-
ity shall inform the recipient in writ-
ing as to when to expect the decision. 

§ 3015.113 Programmatic changes. 

(a) Scope. This section contains re-
quirements for prior approval of depar-
tures, other than budget revisions, 
from approved project plans. In addi-
tion to the requirements in this sec-
tion, awarding agencies may require 
prior approval for other kinds of pro-
grammatic changes to an approved co-
operative agreement, grant, or 
subgrant project. 

(b) Changes to project scope or objec-
tives. The recipient shall obtain prior 
approval for any change to the scope or 
objectives of the approved project. (For 
construction projects, any material 
change in approved space utilization or 
functional layout shall be considered a 
change in scope). 

(c) Changes in key people. This section 
applies to grants, subgrants, and coop-
erative agreements for research. This 
section does not apply to other types of 
grants, subgrants, or cooperative 
agreements unless other terms of the 
award make it apply. The recipient 
shall obtain prior approval: 

(1) To continue the project during 
any continuous period of more than 
three months without the active direc-
tion of an approved project director or 
principal investigator; 

(2) For its selection of a replacement 
for the project director of principal in-
vestigator; 

(3) For its selection of a replacement 
for any other persons named and ex-
pressly designated as key project peo-
ple in the grant, subgrant, or coopera-
tive agreement award document; or 

(4) To permit the project director or 
principal investigator (or anyone cov-
ered by paragraph (c)(3) of this section) 
to devote substantially less effort to 
the project than was anticipated when 
the award was made. 
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(d) Transferring work and providing fi-
nancial assistance to others. Recipients 
shall obtain prior approval for transfer-
ring to another party the actual per-
formance of the substantive pro-
grammatic work, and for providing any 
form of financial assistance to another 
party. 

(e) Audiovisual activities. (1) Except to 
the extent explicitly included in the 
project plan approved at the time of 
award, using grant support for any of 
the following requires prior approval: 

(i) Producing an audiovisual. 
(ii) Buying ownership of any of the 

rights in the work embodied in the 
audiovisual. (This does not apply to 
merely buying a license in any of the 
rights. For the remainder of this sec-
tion, buying ownership of the rights is 
referred to simply as buying or pur-
chasing an audiovisual). 

(iii) Presenting or distributing to the 
general public an audiovisual that was 
produced or bought with grant support. 

(2) Prior approval is not required for: 
(i) Any audiovisual activity under a 

subgrant. 
(ii) Any audiovisual whose direct pro-

duction or purchase cost to the recipi-
ent is $5,000 or less. 

(iii) The production or purchase of an 
audiovisual as a research instrument 
or for documenting experimentation or 
findings, if the audiovisual is not in-
tended for presentation or distribution 
to the general public. 

(3) Following are examples of presen-
tation or distribution of an audiovisual 
to the general public. 

(i) Broadcast on commercial, cable, 
or educational television, or radio. 

(ii) Showing in commercial motion 
picture theaters. 

(iii) Showing in public places such as 
airports, waiting rooms, bus or railroad 
depots, and vacation resorts. 

(iv) Showing to civic associations, 
schools (except when used as a teach-
ing tool in a classroom setting), clubs, 
fraternal organizations, or similar lay 
groups. 

§ 3015.114 Budgets—general. 
(a) Research and non-research project 

budgets. For research and non-research 
projects which involve cost-sharing or 
matching, approved budgets shall ordi-
narily consist of a single set of figures 

covering total project cost (the sum of 
the awarding agency’s share and the 
recipient’s share). However, the award-
ing agency may specify that the recipi-
ent’s share not be included in the ap-
proved budget. In no case, however, 
shall the approved budget be in the 
form of a separate set of figures for 
each share. 

(b) Subdivision by programmatic seg-
ments. Some grants, subgrants, and co-
operative agreements contain two or 
more programmatic segments (such as 
discrete programs, projects, functions, 
or types of activities). In these cases, 
the awarding agency may require that 
the approved budget be subdivided to 
show the anticipated cost of each pro-
grammatic segment. 

§ 3015.115 Budget revisions. 

(a) Nonconstruction projects. (1) Except 
as provided in paragraph (a)(2) of this 
section, the recipient of a grant, 
subgrant, or cooperative agreement 
having an approved budget shall obtain 
prior approval for any budget revision 
which will: 

(i) Involve transfer of amounts budg-
eted for indirect costs to absorb in-
creases in direct costs, or 

(ii) Involve transfer of amounts pre-
viously budgeted for training allow-
ances (direct payments to trainees), or 

(iii) Result in a need for the award of 
additional funds, e.g., an increase in 
the base upon which indirect costs are 
calculated which will increase allo-
cable indirect costs and result in a 
claim for a supplementary award. 

(2) Any or all of the prior approval 
requirements in paragraph (a) of this 
section may be waived by the awarding 
agency. 

(3) Except as provided in § 3015.116 
other budget changes under non-
construction grants do not require ap-
proval. 

(b) Construction projects. Unless pro-
vided otherwise by the terms of the 
grant, subgrant, or cooperative agree-
ment, revisions to construction project 
budgets do not require approval. 
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§ 3015.116 Construction and non-
construction work under the same 
grant, subgrant, or cooperative 
agreement. 

When a grant, subgrant, or coopera-
tive agreement provides support for 
both construction and nonconstruction 
work, the awarding agency may re-
quire prior approval for any fund or 
budget transfers between the two types 
of work. 

Subpart N—Grant and Subgrant 
Closeout, Suspension and Ter-
mination 

§ 3015.120 Closeout. 
(a) Each grant or subgrant shall be 

closed out as soon as possible after ex-
piration or notice of termination. 

(b) The following shall apply when 
closing out USDA grants: 

(1) Upon request from the recipient, 
any allowable reimbursable cost not 
covered by previous payments shall be 
promptly paid by USDA. 

(2) Any unobligated balance of cash 
advanced to the recipient shall be im-
mediately refunded to the awarding 
agency or managed in accordance with 
USDA instructions. 

(3) Within a maximum period of 90 
days following the date of expiration or 
termination of a grant, all financial 
performance and related reports re-
quired by the terms of the agreement 
shall be submitted to the awarding 
agency by the recipient. USDA reserves 
the option of extending the due date 
for any report and may waive any re-
port that it considers to be unneces-
sary. 

(4) The provisions formally expressed 
and agreed to within the grant ar-
rangement shall dictate the settlement 
of any upward or downward adjust-
ments of the Federal share of costs. 

(c)(1) A grant closeout shall not af-
fect the retention period for, or Federal 
rights of access to, grant records. (See 
Subpart D of this part). 

(2) The closeout of a grant does not 
affect the recipient’s responsibilities 
regarding property under Subpart R of 
this part or with respect to any pro-
gram income the recipient is still ac-
countable for under Subpart F of this 
part. 

(3) Final audits (See Attachment L, 
Circular A–102 and Attachment K of 
Circular A–110) are not a required part 
of the grant or subgrant closeout pro-
cedures. Normally, a final audit should 
not be needed unless there are prob-
lems with a grant or subgrant that re-
quire audit attention. If a USDA agen-
cy considers a final audit to be nec-
essary, it shall contact the OIG Region 
within which the recipient or sub-
recipient is located and inform OIG of 
the situation. OIG shall be responsible 
for assuring that necessary final audits 
are performed and for any necessary 
coodination with other Federal cog-
nizant audit agencies, recipients or 
State and local auditors. Audits per-
formed in accordance with Subpart I 
may serve as final audits providing 
such audits meet the needs of the re-
questing agency. 

(4) If a grant is closed out without 
audit, the awarding agency reserves 
the right to disallow and recover an ap-
propriate amount after fully consid-
ering any recommended disallowances 
resulting from an audit which may be 
conducted later. 

§ 3015.121 Amounts payable to the Fed-
eral government. 

The following outstanding sums for 
each grant shall be considered as a debt 
or debts owed by the recipient to the 
Federal government. They shall, if not 
paid upon demand, be subject to recov-
ery by the awarding agency from the 
recipient or its successor or assignees 
by set off or other action provided by 
law: 

(a) Any grant funds paid to the re-
cipient by the Federal government 
which exceed the amount the recipient 
is finally determined to be entitled to 
under the provisions of the grant 
award; 

(b) Any interest or other investment 
income earned on advances of grant 
funds which is due the Federal govern-
ment; 

(c) Any royalties or other special 
classes of program income which, 
under the provisions of the grant 
award, are required to be returned to 
the Federal government; 

(d) Any amount the Federal govern-
ment is entitled to under Subpart R of 
this part; and 
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(e) Under the provisions of the grant 
award, any other amounts finally de-
termined to be due to the Federal gov-
ernment. 

§ 3015.122 Violation of terms. 
(a) Whenever it is determined that 

the recipient has materially failed to 
comply with the provisons of the grant 
award, the awarding agency may sus-
pend or terminate, in accordance with 
§§ 3015.123 and 3015.124, any grant in 
whole, or in part, at any time before 
the date of completion, or take such 
other remedies as may be legally avail-
able and appropriate. 

(b) A grant may be suspended or ter-
minated in the current period for fail-
ure to submit a report still due from a 
prior period. This action is applicable 
when a project or program is supported 
over two or more funding periods. 

§ 3015.123 Suspension. 
(a) When a recipient has materially 

failed to comply with the provisions 
prescribed in the grant agreement, the 
awarding agency may, after reasonable 
notice to the recipient, suspend the 
grant in whole or in part. A suspension 
notice shall be issued by the awarding 
agency stating the reasons for the sus-
pension, any corrective action required 
of the recipient, and the effective date. 
Suspension may go into effect imme-
diately if the awarding agency deems it 
necessary to protect its interest and if 
a delayed effective date would be un-
reasonable considering the awarding 
agency’s responsibilities to protect the 
Federal government’s interest. Suspen-
sion shall remain in effect until the re-
cipient has taken corrective action sat-
isfactory to the awarding agency, or 
given evidence that such corrective ac-
tion will be taken, or until the award-
ing agency terminates the grant. 

(b) Unless specifically authorized by 
the awarding agency in the notice of 
suspension or subsequently expressed 
in an amendment to it, new obligations 
incurred by the recipient during the 
suspension period shall not be allowed. 
Necessary and otherwise allowable 
costs which the recipient could not rea-
sonably avoid during the suspension 
period will be allowed, if they result 
from obligations properly incurred by 
the recipient before the effective date 

of the suspension and not in anticipa-
tion of suspension or termination. If 
the awarding agency approves, third 
party in-kind contributions applicable 
to the suspension period may be al-
lowed in satisfaction of cost-sharing or 
matching requirements. 

(c) During the suspension period, ap-
propriate adjustments to payments 
under the suspended grant will be made 
by not giving credit to the recipient for 
disbursements made in payment of un-
authorized obligations incurred during 
the suspension period or by with-
holding subsequent payments. 

§ 3015.124 Termination. 

(a) Termination for cause. The award-
ing agency may terminate any grant or 
other agreement in whole, or in part, 
at any time before the date of expira-
tion, whenever it is determined that 
the recipient has materially failed to 
comply with the conditions of the 
agreement. The awarding agency shall 
promptly notify the recipient in writ-
ing of the determination and reasons 
for the termination, together with the 
effective date. 

(b) Termination by mutual agreement. 
Except as provided in paragraph (a) of 
this section, grants may be terminated 
in whole, or in part, only as follows: 

(1) When the awarding agency and re-
cipient agree upon the termination 
conditions, including the effective date 
and, in the case of partial termination, 
the portion to be terminated. 

(2) By written notification by the re-
cipient to the awarding agency setting 
forth the reasons for termination, the 
effective date, and in the case of par-
tial termination, the portion to be ter-
minated. In the case of a partial termi-
nation, if the awarding agency decides 
that the remaining portion of the grant 
will not accomplish the purposes for 
which the grant was made, the award-
ing agency may terminate the award in 
its entirety under either paragraph (a) 
or paragraph (b)(1) of this section. 

(c) Termination settlements. Upon ter-
mination of a grant, the recipient shall 
not incur any new obligations for the 
terminated portion of the agreement 
after the effective date, and shall can-
cel as many outstanding obligations as 
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possible. The awarding agency, how-
ever, shall allow full credit to the re-
cipient for the Federal share of the 
non-cancellable obligations properly 
incurred by the recipient prior to ter-
mination. 

§ 3015.125 Applicability to subgrants. 

Recipient subgrants shall be sub-
jected to the same standards regarding 
closeout, suspension, and termination 
of subgrants as prescribed in this sub-
part for awarding agencies. 

Subparts O–P [Reserved] 

Subpart Q—Application for 
Federal Assistance 

§ 3015.150 Scope and applicability. 

(a) This subpart prescribes forms and 
instructions to be used by govern-
mental organizations (except hospitals, 
non-profit organizations, and institu-
tions of higher education operated by a 
government) in applying to USDA for 
discretionary grants. This subpart is 
not applicable, however, to mandatory 
or formula grants or programs which 
do not require applicants to apply to 
USDA for funds on a project basis. 

(b) This subpart permits awarding 
agencies to prescribe the form of appli-
cations by nongovernmental organiza-
tions (including hospitals, non-profit 
organizations and institutions of high-
er education operated by a govern-
ment), but prescribes the use of a 
standard facesheet for certain of these 
applications. 

(c) This subpart applies only to appli-
cations for grants or cooperative agree-
ments and is not required to be applied 
by recipients in dealing with applicants 
for subgrants. However, recipients are 
encouraged not to adopt more detailed 
or burdensome application require-
ments for subgrants. 

(d) This subpart also prescribes 
standards for competition to be used by 
USDA agencies in awarding discre-
tionary cooperative agreements and 
grants. (This subpart is not applicable 
to cooperative agreements awarded 
pursuant to the provisions of sections 
1472(b) and 1473C of the National Agri-
cultural Research, Extension and 

Teaching Policy Act of 1977, as amend-
ed.) 

[46 FR 55639, Nov. 10, 1981, as amended at 51 
FR 17172, May 9, 1986] 

§ 3015.151 Authorized forms. 

(a) Sections 3015.152 through 3015.156 
specify the forms that governmental 
organizations shall use to apply to 
USDA for a discretionary grant. 

(b) Governments need not submit 
more than the original and two copies 
of application forms. When less will 
suffice, the awarding agency shall no-
tify potential applicants. 

(c) When a government agency 
amends a previously submitted appli-
cation or applies for additional funding 
(such as a continuation or supple-
mental award) only the facesheet and 
any other affected pages are required 
to be submitted. Previously submitted 
pages whose information is still cur-
rent may be resubmitted, but are not 
required to be resubmitted. 

§ 3015.152 Preapplication for Federal 
assistance. 

(a) When a government submits a 
preapplication, it shall use the 
Preapplication for Federal Assistance 
form prescribed by Circular A–102. The 
purposes of these preapplications shall 
be to: 

(1) Establish communication between 
the potential applicant and the award-
ing agency; 

(2) Determine the potential appli-
cant’s eligibility; 

(3) Identify projects which have little 
or no chance for Federal funding before 
applicants incur significant costs for 
preparing an application. 

(b) Preapplication is always required 
if the potential applicant is a govern-
ment and the proposed project (1) is for 
construction, land acquisition, or land 
development, and (2) would require 
more than $100,000 of Federal funding. 
If these conditions are not present, po-
tential applicants need not submit 
preapplications unless required to do so 
by the awarding agency. Any govern-
ment may submit a preapplication 
even when not required. 
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§ 3015.153 Notice of preapplication re-
view action. 

Awarding agencies shall inform gov-
ernmental applicants of the results of 
their review of preapplications by 
using the Notice of Preapplication Re-
view Action form prescribed by Cir-
cular A–102. If the review cannot be 
completed within 45 days, the awarding 
agency shall inform the applicant, in 
writing, when it will complete the re-
view. 

§ 3015.154 Application for Federal as-
sistance (nonconstruction pro-
grams). 

Governments shall use the Applica-
tion for Federal Assistance (Non-
construction Programs) form pre-
scribed by OMB Circular A–102 in ap-
plying for discretionary grants unless a 
form specified in § 3015.155 or § 3015.156 
is to be used. 

§ 3015.155 Application for Federal as-
sistance (construction programs). 

Governments shall use the Applica-
tion for Federal Assistance (for Con-
struction Programs) form prescribed by 
Circular A–102 in applying for any 
grant whose purpose is solely or pri-
marily construction, land acquisition, 
or land development. 

§ 3015.156 Application for Federal as-
sistance (short form). 

Governments shall use the Applica-
tion for Federal Assistance (Short 
Form) form prescribed by Circular A– 
102 in applying for any single-purpose, 
one-time grant of less than $10,000 not 
requiring Circular A–95 clearinghouse 
review, an environmental impact state-
ment, or the relocation of persons, 
businesses, or farms. Awarding agen-
cies may, at their discretion, authorize 
or require this form for applications for 
larger amounts. 

§ 3015.157 Authorized form for non-
governmental organizations. 

Nongovernmental organizations shall 
use application forms prescribed by the 
awarding agency. The facesheet of 
these applications shall be Standard 
Form 424. 

§ 3015.158 Competition in the award-
ing of discretionary grants and co-
operative agreements. 

(a) Standards for competition. Except 
as provided in paragraph (d) of this sec-
tion, awarding agencies shall enter 
into discretionary grants and coopera-
tive agreements only after competi-
tion. An awarding agency’s competi-
tive award process shall adhere to the 
following standards: 

(1) Potential applicants must be in-
vited to submit proposals through pub-
lications such as the FEDERAL REG-
ISTER, professional trade journals, 
agency or program handbooks, the 
Catalog of Federal Domestic Assist-
ance, or any other appropriate means 
of solicitation. In so doing, awarding 
agencies should consider the broadest 
dissemination of project solicitations 
in order to reach the highest number of 
potential applicants. 

(2) Proposals are to be evaluated ob-
jectively by independent reviewers in 
accordance with written criteria set 
forth by the awarding agency. Review-
ers should make written comments, as 
appropriate, on each application. Inde-
pendent reviewers may be from the pri-
vate sector, another agency, or within 
the awarding agency, as long as they 
do not include anyone who has ap-
proval authority for the applications 
being reviewed or anyone who might 
appear to have a conflict of interest in 
the role of reviewer of applications. A 
conflict of interest might arise when 
the reviewer or the reviewer’s imme-
diate family members have been asso-
ciated with the applicant or applicant 
organization within the past two years 
as an owner, partner, officer, director, 
employee, or consultant; has any finan-
cial interest in the applicant or appli-
cant organization; or is negotiating 
for, or has any arrangement, con-
cerning prospective employment. 

(3) An unsolicited application, which 
is not unique and innovative, shall be 
competed under the project solicita-
tion it comes closest to fitting. Award-
ing agency officials will determine the 
solicitation under which the applica-
tion is to be evaluated. When the 
awarding agency official decides that 
the unsolicited application does not 
fall under a recent, current, or planned 
solicitation, a noncompetitive award 
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may be made, if appropriate to do so 
under the criteria of this section. Oth-
erwise, the application should be re-
turned to the applicant. 

(b) Project solicitations. A project so-
licitation by the awarding agency shall 
include or reference the following, as 
appropriate: 

(1) A description of the eligible ac-
tivities which the awarding agency 
proposes to support and the program 
priorities; 

(2) Eligible applicants; 
(3) The dates and amounts of funds 

expected to be available for awards; 
(4) Evaluation criteria and weights, if 

appropriate, assigned to each; 
(5) Methods for evaluating and rank-

ing applications; 
(6) Name and address where proposals 

should be mailed and submission dead-
line(s); 

(7) Any required forms and how to ob-
tain them; 

(8) Applicable cost principles and ad-
ministrative requirements; 

(9) Type of funding instrument in-
tended to be used (grant or cooperative 
agreement); and 

(10) The Catalog of Federal Domestic 
Assistance number and title. 

(c) Approval of applications. The final 
decision to award is at the discretion of 
the awarding/approving official in each 
agency. The awarding/approving offi-
cial shall consider the ranking, com-
ments, and recommendations from the 
independent review group, and any 
other pertinent information before de-
ciding which applications to approve 
and their order of approval. Any ap-
peals by applicants regarding the 
award decision shall be handled by the 
awarding agency using existing agency 
appeal procedures or good administra-
tive practice and sound business judg-
ment. 

(d) Exceptions. The awarding/approv-
ing official may make a determination 
in writing that competition is not 
deemed appropriate for a particular 
transaction. Such determination shall 
be limited to transactions where it can 
be adequately justified that a non-
competitive award is in the best inter-
est of the Government and necessary to 
the accomplishment of the goals of the 
program. Reasons for considering non-
competitive awards may include, but 

are not necessarily limited to, the fol-
lowing: 

(1) Nonmonetary awards of property 
or services; 

(2) Awards of less than $75,000; 
(3) Awards to fund continuing work 

already started under a previous 
award; 

(4) Awards which cannot be delayed 
due to an emergency or a substantial 
danger to health or safety; 

(5) Awards when it is impracticable 
to secure competition; or 

(6) Awards to fund unique and inno-
vative unsolicited applications. 

[51 FR 17172, May 9, 1986] 

Subpart R—Property 

§ 3015.160 Scope and applicability. 
(a) Except as explained in paragraphs 

(c), (d), and (e) of this section, this sub-
part applies to real property, equip-
ment (including ADP) and supplies 
whose acquisition is supported by a 
grant. 

(b) Also contained in this subpart are 
standards covering inventions, patents, 
and copyrights arising out of activities 
supported by a grant. 

(c) This subpart does not apply to: 
(1) Property for which only deprecia-

tion or use allowances are charged; 
(2) Property donated entirely as a 

third party in-kind contribution; or 
(3) Equipment or supplies acquired 

primarily for sale or rental, rather 
than for use. 

(d) This subpart applies to equipment 
or supplies acquired by a contractor 
under a grant or subgrant only if, by 
terms of the contract, title vests in the 
recipient or subrecipient. 

(e) For research grants that are sub-
ject to an institutional cost-sharing 
agreement, real property, equipment, 
and supplies shall be subject to this 
subpart only if at least some part of 
the acquisition cost is supported as a 
direct cost by Federal grant funds. 

§ 3015.161 Additional requirements. 
Provided they observe the require-

ments of this subpart, recipients may 
follow their own property management 
policies and procedures. Unless specifi-
cally required by Federal statutes or 
Executive Orders, awarding agencies 
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may not impose on recipients property 
requirements (including property re-
porting requirements) not authorized 
by this subpart. 

§ 3015.162 Title to real property, equip-
ment and supplies. 

Subject to the obligations and condi-
tions specified in this subpart, title to 
real property, equipment, and supplies 
acquired under a grant or subgrant 
shall vest, upon acquisition, in the re-
cipient or subrecipient, respectively. In 
certain cases, money due the Federal 
government upon disposition of real 
property may be authorized to be used 
for allowable costs rather than paid to 
USDA. (See § 3015.173.) 

§ 3015.163 Real property. 
Except as stated otherwise by Fed-

eral statutes, real property applicable 
to this subpart shall be subject to the 
following requirements, in addition to 
any other requirements imposed by the 
provisions of the grant award: 

(a) Use. The property shall be used 
for the originally authorized purpose as 
long as needed for that purpose. When 
no longer so needed, the awarding 
agency may approve the use of the 
property for other purposes. These uses 
shall be limited to: 

(1) Projects or programs supported by 
other Federal grants or assistance 
agreements. 

(2) Activities not supported by other 
Federal grants or assistance agree-
ments but having purposes consistent 
with those of the legislation under 
which the original grant was made. 

(b) Transfer of title. In accordance 
with paragraph (a) of this section, ap-
proval may be requested from the 
awarding agency to transfer title to an 
eligible third party for continued use 
for authorized purposes. If approval is 
permissible under Federal statutes, and 
is given, the terms of the transfer shall 
provide that the transferee shall as-
sume all the rights and obligations of 
the transferor set forth in this subpart 
or in other terms of the grant or 
subgrant. 

(c) Disposition. When the real prop-
erty is no longer to be used as provided 
in paragraphs (a) and (b) of this sec-
tion, the disposition instructions of the 
awarding agency shall be followed. 

Those instructions will provide for one 
of the following alternatives: 

(1) The property shall be sold and the 
Federal government shall have a right 
to an amount computed by multiplying 
the Federal share of the property times 
the proceeds from sale (after deducting 
actual and reasonable selling and fix- 
up expenses, if any, from the sales pro-
ceeds). Proper sales procedures shall be 
followed which provide for competition 
to the extent practicable and result in 
the highest possible return. 

(2) The recipient shall have the op-
tion either of selling the property in 
accordance with paragraph (c)(1) of this 
section or of retaining title. If title is 
retained, the Federal government shall 
have a right to an amount computed by 
multiplying the market value of the 
property by the Federal share of the 
property. 

(3) The recipient shall transfer the 
title to either the Federal government 
or an eligible non-Federal party named 
by the awarding agency. The recipient 
shall be entitled to be paid an amount 
computed by multiplying the market 
value of the property by the non-Fed-
eral share of the property. In cases 
where the property belonged to a sub-
recipient, see § 3015.172 for the sub-
recipient’s share. 

§ 3015.164 Statutory exemptions for 
equipment and supplies. 

(a) In certain circumstances some 
Federal statutes permit title to equip-
ment or supplies acquired with grant 
funds to vest in the recipient without 
further obligation to the Federal gov-
ernment or on such terms and condi-
tions set forth in the grant award, as 
deemed appropriate. The Federal Grant 
and Cooperative Agreement Act of 1977, 
Pub. L. 95–224, is an example of such a 
statute. It provides this authority for 
equipment and supplies purchased with 
the funds of grants (and Federal con-
tracts and cooperative agreements) for 
the conduct of basic or applied sci-
entific research at non-profit institu-
tions of higher education or at non- 
profit organizations whose primary 
purpose is the conduct of scientific re-
search. 

(b) If equipment is subject to a stat-
ute of the kind described in paragraph 
(a) of this section, it shall be exempt 
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from the requirements in the remain-
ing sections of this subpart. However, 
when an equipment item has a unit ac-
quisition cost of $1,000 or more, it shall 
be subject to § 3015.165 concerning 
rights to require transfer, and, while 
subject to such a right, to the rules on 
replacement in § 3015.167. 

(c) If supplies are subject to a statute 
of the kind described in paragraph (a) 
of this section, they shall be exempt 
from all provisions of the remainder of 
this subpart which would otherwise 
apply. 

§ 3015.165 Rights to require transfer of 
equipment. 

(a) USDA right. The awarding agency 
shall have the right to require the 
transfer of equipment (including title) 
for items of equipment having a unit 
cost of $1,000 or more to the Federal 
government or to an eligible non-Fed-
eral party named by the awarding 
agency. Normally, USDA agencies will 
only exercise this right if the project 
or program for which the equipment 
was acquired is transferred from one 
recipient to another. The following 
conditions shall govern this right: 

(1) The property shall be appro-
priately identified in the grant award. 

(2) In order for the awarding agency 
to exercise the right, disposition in-
structions must be issued no later than 
120 days after the end of USDA grant 
support for the project or program for 
which the equipment was acquired. 
Furthermore: 

(i) If the equipment is eligible for the 
exemptions in § 3015.164 and ceases to 
be needed for the project or program 
for which it was acquired while the 
project or program is still being per-
formed by the recipient, the disposition 
instructions must have been received 
by the recipient while the equipment 
was still needed for that project or pro-
gram. 

(ii) If the equipment is not eligible 
for those exemptions, disposition in-
structions must have been received by 
the recipient before other permissible 
disposition of the equipment took 
place in accordance with § 3015.168. 

(3) If the right is exercised, the re-
cipient shall be entitled to be paid any 
reasonable, resulting shipping or stor-
age costs incurred, plus an amount 

computed by multiplying the market 
value of the equipment by the non-Fed-
eral share of the equipment. 

(b) Right of parties awarding subgrants. 
A recipient may reserve for itself, when 
awarding a subgrant, rights similar to 
those found in paragraph (a) of this 
section which covers items of equip-
ment having a unit acquisition cost of 
$1,000 or more which are acquired under 
that subgrant. Without the approval of 
the awarding agency, the right may be 
exercised only if the project or pro-
gram for which the equipment was ac-
quired is transferred to another sub-
recipient and only for the purpose of 
transferring the equipment to the new 
subrecipient for continued use in the 
project or program. 

(c) Equipment lists. If at any time an 
awarding agency is considering exer-
cising its right to require transfer of 
equipment, it may require the recipi-
ent to furnish it with a list of all items 
of equipment that are subject to the 
right. As such, the awarding agency 
will decide which items, if any, should 
be transferred. 

§ 3015.166 Use of equipment. 

(a) Basic rule. Whenever the equip-
ment is not transferred under the pro-
visions set forth in § 3015.165, it shall be 
used by the recipient in the project or 
program for which it was acquired as 
long as needed, whether or not the 
project or program continues to be sup-
ported by Federal funds. When the 
equipment is no longer needed for the 
original project or program the recipi-
ent shall use the equipment, if needed, 
in other projects or programs currently 
or previously funded by the Federal 
government, in the following order of 
priority: 

(1) Projects or programs currently or 
previously funded by the same USDA 
awarding agency. 

(2) Projects or programs currently or 
previously funded by any USDA award-
ing agency. 

(3) Projects or programs currently or 
previously funded by other Federal 
agencies. 

(b) Shared use. When equipment is 
used less than full time in the original 
project or program, the recipient shall 
make it available for use in other 
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projects or programs currently or pre-
viously funded by the Federal govern-
ment. Provided, such other use will not 
interfere with the work on the original 
project or program. First preference for 
such use, however, shall be given to 
other projects or programs funded by 
the same USDA awarding agency. 

(c) Use by other recipients. When the 
recipient can no longer use the equip-
ment as required by paragraph (a) of 
this section, it may voluntarily make 
the equipment available for use on 
projects or programs currently or pre-
viously funded by the Federal govern-
ment which the recipient is supporting 
through subgrants or through non-Fed-
eral grants. A subrecipient may also 
voluntarily make the equipment avail-
able for use in projects or programs 
currently or previously funded by the 
Federal government which are being 
conducted or supported by the recipi-
ent. 

(d) Other uses. Unless the awarding 
agency provides otherwise, while 
equipment is being used as described in 
the preceding paragraphs of this sec-
tion, it may also be used part-time for 
other purposes. The use as described in 
the previous paragraphs, however, shall 
be given priority over other uses. 

§ 3015.167 Replacement of equipment. 
(a) If needed, equipment may be ex-

changed for replacement equipment. 
Replacement of equipment may be 
done either through trade-in or 
through sale and application of the 
proceeds to the acquisition cost of re-
placement equipment. In either case, 
the transaction must be one which a 
prudent person would make in like cir-
cumstances. 

(b) If an additional outlay to acquire 
the replacement equipment is charged 
as a direct cost to either Federal funds 
or required cost-sharing or matching 
under a Federal award, the replace-
ment equipment shall be subject to 
whatever property requirements or ex-
emptions are applicable to that award. 
If the award is a grant from USDA, the 
full acquisition cost of the replacement 
equipment shall determine which pro-
visions of this subpart apply. 

(c) For any replacement not covered 
by paragraph (b) of this section, the 
provisions of this subpart applicable to 

the equipment replaced shall carry 
over to the replacement equipment. 
None of the provisions of this subpart 
shall carry over if (1) the Federal share 
of the equipment replaced was 10 per-
cent or less or (2) the product of that 
share times the amount received for 
trade-in or sale is $100 or less. 

§ 3015.168 Disposal of equipment. 

When original or replacement equip-
ment is no longer to be used in projects 
or programs currently or previously 
sponsored by the Federal government, 
disposal of the equipment shall be 
made as follows: 

(a) Equipment with a unit acquisi-
tion cost of less than $1,000 may be 
sold, retained or otherwise disposed of 
with no further obligation to the Fed-
eral government. 

(b) All other equipment may be re-
tained or sold. The Federal government 
shall have a right to an amount cal-
culated by multiplying the current 
market value or proceeds from sale by 
the Federal share of the equipment (see 
§ 3015.172). If part of the Federal share 
of the equipment came from an award 
under which the exemptions in 
§ 3015.164 were applicable, the amount 
due shall be reduced pro rata. In any 
case, if the equipment is sold, $100 or 10 
percent of the total sales proceeds, 
whichever is greater, may be deducted 
and retained from the amount other-
wise due for selling and handling ex-
penses. If the recipient’s project or pro-
gram for which or under which the 
equipment was acquired is still receiv-
ing grant support from the same Fed-
eral program and if the awarding agen-
cy approves, the net amount due may 
be used for allowable costs of that 
project or program. Otherwise, the net 
amount must be returned to the award-
ing agency by check or money order. 

§ 3015.169 Equipment management re-
quirements. 

Recipient procedures for managing 
equipment shall, as a minimum, meet 
the following requirements (including 
replacement equipment) until such ac-
tions as transfer, replacement or dis-
posal takes place: 

(a) Property records shall be main-
tained accurately. (Subpart D of this 
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part contains retention and access re-
quirements for these records.) The 
records shall include for each item of 
equipment the following: 

(1) A description of the equipment in-
cluding manufacturer’s serial numbers. 

(2) An identification number, such as 
the manufacturer’s serial number. 

(3) Identification of the grant under 
which the recipient acquired the equip-
ment. 

(4) The information needed to cal-
culate the Federal share of the equip-
ment (see § 3015.172). 

(5) Acquisition date and unit acquisi-
tion cost. 

(6) Location, use and condition of the 
equipment and the date the informa-
tion was reported. 

(7) All pertinent information on the 
ultimate transfer, replacement, or dis-
posal of the equipment. 

(b) Every two years, at a minimum, a 
physical inventory shall be conducted 
and the results reconciled with the 
property records to verify the exist-
ence, current utilization, and contin-
ued need for the equipment. Any dis-
crepancies between quantities deter-
mined by the physical inspection and 
those shown in the accounting records 
shall be investigated to determine the 
causes of the differences. 

(c) In order to insure adequate safe-
guards to prevent loss, damage or theft 
of equipment, a control system shall be 
used. Any loss, damage or theft of 
equipment shall be investigated and 
fully documented. The awarding agen-
cy may require a report of the cir-
cumstances involving the loss, damage, 
or theft of equipment. 

(d) In order to keep the equipment in 
good condition, adequate maintenance 
procedures shall be implemented. 

(e) Where equipment is to be sold and 
the Federal government is to have a 
right to part or all of the proceeds, 
selling procedures shall be established 
which will provide for competition to 
the extent practicable and result in the 
highest possible return. 

§ 3015.170 Damage, loss, or theft of 
equipment. 

(a) Applicability. This section applies 
to equipment with a unit acquisition 
cost of $1,000 or more that, before dis-

posal (see § 3015.168), is damaged beyond 
repair, lost, or stolen. 

(b) Recipient at fault—(1) Applicability. 
This paragraph applies if: 

(i) At the time of the damage, loss, or 
theft, the recipient does not have a 
control system in effect as required by 
§ 3015.169, and 

(ii) The damage, loss, or theft is not 
due to an act of God. 

(2) Equipment replaced. If the equip-
ment is replaced, the replacement is 
governed by § 3015.167. When that hap-
pens, the market value of the original 
equipment at the time it was damaged, 
lost, or stolen is used instead of the 
amount received for trade-in or sale. 

(3) Equipment not replaced. If the 
equipment is not replaced, the Federal 
government has a right to an amount 
calculated by multiplying the Federal 
share in the equipment by its market 
value at the time of damage, loss, or 
theft. The amount is reduced pro rata 
if part of the Federal share of the 
equipment comes from an award under 
which the exemption in § 3015.164 ap-
plied. 

(4) Other remedies. The provisions in 
this paragraph (b) are in addition to 
other remedies available to the award-
ing agency if a recipient acquires 
equipment with grant support but fails 
to establish the control system re-
quired by § 3015.169. 

(c) Recipient not at fault—(1) Applica-
bility. This paragraph applies if: 

(i) At the time of the damage, loss, or 
theft, the recipient does have a control 
system in effect as required by 
§ 3015.169(c) or 

(ii) The damage, loss, or theft is due 
to an act of God. 

(2) Recipient not compensated. If the 
recipient is not compensated for the 
damage, loss, or theft, through insur-
ance or some other means, there is no 
obligation to USDA for the equipment. 

(3) Recipient compensated. If the re-
cipient is compensated for the damage, 
loss, or theft and replaces the equip-
ment, § 3015.167 applies to the replace-
ment equipment. If the recipient is 
compensated but does not replace the 
equipment, § 3015.168 applies as though 
the recipient had sold the equipment. 
(All of § 3015.168 applies including the 
rule permitting the amount due the 
Federal government to be reduced by 10 
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percent of the proceeds or $100, which-
ever is greater.) The amount received 
for trade-in or sale is considered the 
lesser of (i) the amount of compensa-
tion or (ii) the market value of the 
equipment at the time it was damaged, 
lost, or stolen. 

(d) Waivers. The awarding agency 
may waive in whole or in part any pro-
vision of this section. 

§ 3015.171 Unused supplies. 
(a) If unused supplies exceeding $1,000 

in total aggregate market value are 
left over upon termination or expira-
tion of the grant or subgrant for which 
they were acquired and the supplies are 
not needed for any project or program 
currently or previously funded by the 
Federal government, the grant shall be 
credited by an amount computed by 
multiplying the Federal share of the 
supplies times the current market 
value or, if the supplies are sold, the 
proceeds from sale. If the supplies are 
sold, 10 percent of the proceeds may be 
deducted and retained from the credit, 
for selling and handling expenses. 

(b) For possible exemptions from this 
section, see § 3015.164. 

§ 3015.172 Federal share of real prop-
erty, equipment, and supplies. 

This subpart contains principles nec-
essary to determine the Federal (or 
non-Federal) share of real property, 
equipment or supplies. 

(a) General. (1) Except as explained in 
the following paragraphs of this sec-
tion, the Federal share of the property 
shall be the same percentage as the 
Federal share of the acquiring party’s 
total cost under the grant during the 
grant or subgrant year (or other fund-
ing period) to which the acquisition 
cost of the property was charged. For 
this purpose, ‘‘costs under the grant’’ 
means allowable costs which are either 
supported by the grant or counted to-
ward satisfying a cost-sharing or 
matching requirement of the grant. 

(2) If the property is acquired by a 
subrecipient, the Federal share of the 
subrecipient’s costs under the grant 
and hence of the property shall be cal-
culated by multiplying the Federal 
share of the recipient’s costs by the 
latter’s share of the subrecipient’s 
costs. (For example, if the Federal 

share of the recipient’s costs is 50 per-
cent and the subgrant bears only 50 
percent of a subrecipient’s costs, then 
the Federal share of that subrecipient’s 
costs (and of the property acquired by 
that subrecipient) is 25 percent.) 

(3) The provisions of some grant 
awards set different maximum percent-
ages of Federal financial participation 
for different categories of costs. In 
these cases, for the purposes of this 
section, the costs in each category are 
considered as costs under a separate 
grant. If two categories have the same 
maximum percentage of Federal par-
ticipation and costs in one category 
are permitted to count toward satis-
fying a cost-sharing or matching re-
quirement of the other, they are a sin-
gle category for the purposes of this 
rule. Also, all categories with a 100 per-
cent rate are considered a single cat-
egory for the purposes of this rule. 

(b) Property acquired only partly under 
a grant. (1) Sometimes only a part of 
the acquisition cost of an item of prop-
erty is supported as a direct cost by 
the grant or counted as a direct cost 
towards a cost-sharing or matching re-
quirement. Occasionally, the amount 
paid for the property is only a part of 
its value. The remainder is donated as 
an in-kind contribution by the party 
that provided the property. 

(2) To determine the Federal share of 
such property, first calculate the Fed-
eral share of the acquiring party’s 
total costs under the grant as ex-
plained in paragraph (a) of this section. 
Next multiply that share by the per-
centage of the property’s acquisition 
cost (or its market value, if the item 
was partly donated) which was sup-
ported as a direct cost by the grant or 
counted as a direct cost towards a cost- 
sharing or matching requirement. 

(c) Replacement equipment. To cal-
culate the Federal share of replace-
ment equipment the following proce-
dures shall be followed: 

(1) Step 1: Determine the Federal 
share (percentage) of the equipment re-
placed. 

(2) Step 2: Determine the percentage 
of the replacement equipment’s costs 
that was covered by the amount re-
ceived for trade-in or the sale proceeds 
from the equipment replaced. 
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(3) Step 3: Multiply the step 1 percent-
age by the step 2 percentage. 

(4) Step 4: If an additional outlay for 
the replacement equipment was 
charged as a direct cost either to 
USDA grant funds or to required cost- 
sharing or matching funds, calculate 
the Federal share attributable to that 
additional outlay as explained in para-
graph (b)(2) of this section. Add that 
additional percentage to the step 3 per-
centage. 

§ 3015.173 Using or returning the Fed-
eral share. 

(a) This section applies when, under 
§ 3015.163, 3015.168 or 3015.170, the Fed-
eral government has a right to an 
amount of money upon disposal or loss, 
theft, or damage of property. 

(b) If the recipient’s project or pro-
gram for which the property was ac-
quired is still receiving grant support 
from the same Federal program, the 
awarding agency may authorize use of 
the net money due for allowable costs 
of that project or program. 

(c) Otherwise, the net amount must 
be returned to the awarding agency by 
check or money order. 

§ 3015.174 Subrecipient’s share. 

Where this subpart requires a sharing 
of the market value or sale proceeds of 
property acquired under a subgrant, 
the non-Federal share shall be propor-
tionally divided between the recipient 
and the subrecipient. The subrecipient 
shall be entitled to the amount it 
would have received or retained if the 
award to it had been made directly by 
the Federal government. The remain-
der of the non-Federal share shall be-
long to the recipient. 

§ 3015.175 Intangible personal prop-
erty. 

(a) Inventions and Patents. (1) If the 
recipient is a small business or non-
profit organization (including univer-
sities and other institutions of higher 
education), the allocation of rights in 
inventions produced under a grant or 
cooperative agreement shall be deter-
mined in accordance with the provi-
sions of sections 200 through 206 of Pub. 
L. 96–517 (35 U.S.C. 200–206) and OMB 
Circular A–124. 

(2) For all other recipients, the allo-
cation of rights in inventions shall be 
determined in accordance with the 
‘‘Government Patent Policy’’ (Presi-
dent’s Memorandum for Heads of Exec-
utive Departments and Agencies, Feb-
ruary 18, 1983) and OMB Circular A–124. 

(b) Copyrights—(1) Applicability. This 
section applies to the copyright in any 
original work of authorship prepared 
with grant support. Additionally, if 
ownership of a copyright or of any of 
the exclusive rights comprising a copy-
right are purchased with grant support, 
this section applies to the purchased 
copyright or rights. 

(2) Basic rules. (i) USDA reserves a 
royalty-free, nonexclusive, and irrev-
ocable license to exercise, and to au-
thorize others to exercise, the rights 
for Federal Government purposes. Sub-
ject to this license, the owner is free to 
exercise, preserve, or transfer all its 
rights. The recipient shall ensure that 
no agreement is entered into for trans-
ferring the rights which would conflict 
with the nonexclusive license of USDA. 

(ii) One way that USDA may exercise 
its nonexclusive license is to authorize 
exercise of the rights in another 
project or activity that receives or has 
received grant support from the Fed-
eral Government. 

(iii) A recipient awarding a subgrant 
is allowed to impose subgrant terms re-
serving a nonexclusive license for 
itself, similar to the one reserved by 
this section for USDA, with respect to 
any copyright or rights subject to this 
section that arise under the subgrant. 

[48 FR 35875, Aug. 8, 1983] 

Subpart S—Procurement 

§ 3015.180 Scope and applicability. 
(a) This subpart contains information 

for complying with Attachment 0, 
‘‘Procurement Standards’’, of OMB Cir-
culars A–102 and A–110. Circular A–102 
covers grant and cooperative agree-
ment programs with State and local 
governments and Indian Tribal govern-
ments. Circular A–110 covers grant and 
cooperative agreement programs with 
institutions of higher education, hos-
pitals, and other nonprofit organiza-
tions. Copies of both Circulars may be 
obtained from O&F. 
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(b) This subpart applies to recipient 
procurements (by purchase, rental, or 
barter) of supplies, equipment, and 
services (including construction). 

(c) This subpart applies only to pro-
curements that are supported in whole 
or in part by a grant or cooperative 
agreement. 

(d) This subpart does not apply to 
procurements of land, existing land im-
provements or structures, or any other 
existing real property. 

(e) The Attachment 0 of Circulars A– 
102 and A–110 apply to procurements 
under subgrants as well as grants. 

§ 3015.181 Standards of conduct. 
(a) Recipients shall maintain a writ-

ten code or standards of conduct gov-
erning the performance of their offi-
cers, employees or agents engaged in 
awarding and administering contracts 
supported by Federal funds: 

(1) No employee, officer or agent 
shall participate in the selection, 
award, or administration of contracts 
using Federal funds where to his 
knowledge, such employee, officer or 
agent or his immediate family, part-
ners or organizations has a financial 
interest in, is negotiating with, or has 
any arrangements concerning prospec-
tive employment with the proposed 
contractor. 

(2) The recipient’s officers, employees 
or agents shall neither solicit nor ac-
cept gratuities, favors, or anything of 
monetary value from contractors or 
proposed contractors. 

(3) Provisions shall be made for dis-
ciplinary actions against the recipi-
ent’s officers, employees, or agents or 
by contractors or their agents vio-
lating the standards of conduct. 

(b) Awarding agencies may review 
the written standards of conduct to de-
termine if they meet the minimum 
standards of Attachment 0 of OMB Cir-
culars A–110 and A–102. Recipients will 
be notified of deficiencies and make 
corrective action. 

§ 3015.182 Open and free competition. 
All procurement transactions, re-

gardless of whether by sealed bids or by 
negotiation and without regard to dol-
lar value shall be conducted in a man-
ner that provides maximum open and 
free competition. 

§ 3015.183 Access to contractor 
records. 

The Attachment 0 requires recipients 
to include in specified kinds of con-
tracts a provision for access to the con-
tractor’s records by the recipient and 
the Federal government. The following 
applies to the provision: 

(a) The provision must require the 
contractor to place the same provision 
in any subcontract which would have 
to have the provision were it awarded 
by the recipient. 

(b) The provision must require reten-
tion of records for three years after 
final payment is made under the con-
tract or subcontract and all pending 
matters are closed. The provision must 
also require that, if any audit, litiga-
tion, or other action involving the 
records is started before the end of the 
three year period, the records must be 
retained until all issues arising out of 
the action are resolved or until the end 
of the three year period, whichever is 
later. 

(c) In contracts and subcontracts 
under a subgrant, the provision must 
require that access to the records be 
provided to the recipient as well as the 
subrecipient and the Federal govern-
ment. 

§ 3015.184 Equal employment oppor-
tunity. 

(a) The Attachment 0 requires recipi-
ents to include in contracts in excess of 
$10,000 a provision requiring compli-
ance with Executive Order 11246, con-
cerning equal employment opportunity 
as amended by Executive Order 11375, 
and as supplemented in Department of 
Labor regulations (41 CFR Chapter 60). 

(b) If construction is to be assisted by 
a grant or subgrant, the Executive 
Order and the Department of Labor 
supplementing regulations apply, un-
less an exemption is granted by or 
under those regulations. Recipients 
shall observe all applicable require-
ments of the Order and regulations and 
include in their nonexempt construc-
tion contracts the specific clauses pre-
scribed by 41 CFR 60–1.4(b) and, if appli-
cable, 41 CFR 60–4.3. 
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Subpart T—Cost Principles 
§ 3015.190 Scope. 

This subpart makes the allowable 
costs incurred by the recipient the 
maximum amount of money a recipient 
is entitled to receive from USDA. In 
addition, this subpart identifies the 
principles to be used in determining al-
lowable costs. These cost principles 
shall apply to transactions and activi-
ties conducted under grants, subgrants, 
cooperative agreements, cost-type con-
tracts and cost-type subcontracts 
under grants. 

(a) Allowable costs. Grant funds may 
be used only for allowable costs of the 
activities for which the grant was 
awarded. This means that the total 
amount of money that the recipient is 
entitled to receive from USDA may not 
exceed the allowable costs incurred by 
the recipient for those activities. 

(b) The following rules apply in com-
puting maximum allowable costs: 

(1) Third party in-kind contributions. 
Because they are not allowable costs of 
the party that receives them, the value 
of third party in-kind contributions re-
ceived may not be included in deter-
mining maximum allowable costs. 
However, as provided in Subpart G of 
this part, third party in-kind contribu-
tions may count towards satisfying a 
cost-sharing or matching requirement 
of the Federal grant. 

(2) Costs supported by another grant. 
Allowable costs incurred by the recipi-
ent and supported by another Federal 
grant (or by a non-Federal grant) 
awarded to the recipient may not be in-
cluded in determining maximum allow-
able costs. The basic intent of this rule 
is to prevent double compensation. It 
does not, however, prevent proration of 
costs that are allowable under two or 
more awards. 

(3) Costs used to match another Federal 
grant. A cost that the recipient uses to 
meet a cost-sharing or matching re-
quirement of one Federal grant may 
not count towards determining max-
imum allowable costs under another 
Federal grant, unless specifically au-
thorized by a Federal statute. 

(4) Costs supported by general program 
income. A grant may not pay for a cost 
which is supported by general program 
income earned by the recipient or by a 

subrecipient under the grant. There-
fore, these costs may not be included in 
determining maximum allowable costs. 

(5) Use of money due Federal govern-
ment. In accordance with § 3015.173, an 
awarding agency, under certain cir-
cumstances, may authorize a recipient 
to use certain money due the Federal 
government for allowable costs of the 
project or programs, instead of return-
ing the money to the Federal Govern-
ment. Costs supported by the money 
may not be included as part of the 
maximum allowable costs charged to 
USDA. 

(6) Subgrant and contract costs. The re-
cipient’s allowable costs include allow-
able outlays, if any, to its subrecipi-
ents and contractors. If the recipient 
pays a subrecipient more than the al-
lowable costs incurred by the sub-
recipient, the excess is not an allow-
able cost of the recipient and may not 
be included as part of the maximum al-
lowable costs charged to USDA. How-
ever, for cost-type contracts a reason-
able fee or profit paid by the recipient 
to the contractor, in addition to the 
contractor’s allowable costs, may be 
included in this maximum unless pro-
hibited by the provisions of the grant 
award. 

§ 3015.191 Governments. 
(a) OMB Circular No. A–87, and any 

subsequent amendments to this Cir-
cular published in the FEDERAL REG-
ISTER by OMB, shall be used in deter-
mining the allowable costs of activities 
conducted by governments. 

(b) Additional amendments to the 
Circular, unless otherwise prescribed 
by OMB, shall go into effect at the 
start of a government’s first fiscal year 
following the amendment’s publication 
in the FEDERAL REGISTER. 

§ 3015.192 Institutions of higher edu-
cation. 

(a) OMB Circular No. A–21, including 
any amendments to the Circular pub-
lished in the FEDERAL REGISTER by 
OMB, shall be used in determining the 
allowable costs of activities conducted 
by institutions of higher education 
(other than for-profit institutions). 

(b) Additional amendments to the 
Circular, unless otherwise prescribed 
by OMB, shall go into effect at the 
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start of an institution’s first fiscal 
year following the amendment’s publi-
cation in the FEDERAL REGISTER. 

§ 3015.193 Other non-profit organiza-
tions. 

(a) OMB Circular No. A–122, including 
any subsequent amendments to the 
Circulars published in the FEDERAL 
REGISTER by OMB, shall be used in de-
termining the allowable costs of activi-
ties conducted by nonprofit organiza-
tions under grants, cooperative agree-
ments, cost reimbursement contracts, 
and other contracts in which costs are 
used in pricing, administration, or set-
tlement. It does not apply to colleges 
or universities which are covered by 
Circular A–21; State, local and feder-
ally recognized Indian Tribal govern-
ments which are covered by Circular 
A–87, or hospitals. 

(b) Future amendments to the Cir-
cular, unless otherwise prescribed by 
OMB, shall go into effect at the time 
the initial award is made to the recipi-
ent. 

§ 3015.194 For-profit organizations. 

The principles to be used when deter-
mining the allowable costs of activities 
conducted by for-profit organizations 
are contained in the Federal Acquisi-
tion Regulation at 48 CFR Subpart 31.2. 
Exception: Independent research and 
development costs including any indi-
rect costs allocable to them are unal-
lowable. Independent research and de-
velopment are defined in the Federal 
Acquisition Regulation at 48 CFR 
31.205–18. 

[60 FR 44124, Aug. 24, 1995] 

§ 3015.195 Subgrants and cost-type 
contracts. 

USDA cost principles applicable to a 
cost-type contractor or a subrecipient 
will not necessarily be the same as 
those applicable to the recipient. For 
example, where a State government 
awards a subrecipient or cost-type con-
tract to an institution of higher edu-
cation, OMB Circular A–21 would apply 
to the costs incurred by the institution 
of higher education even though OMB 
Circular A–87 would apply to the costs 
incurred by the State. 

§ 3015.196 Costs allowable with ap-
proval. 

Each set of cost principles specifi-
cally identifies certain costs that, in 
order to be allowable, must be ap-
proved by the awarding agency. Other 
costs do not require approval. The fol-
lowing procedures govern approval of 
these costs: 

(a) When costs are allocated in ac-
cordance with a government-wide cost 
allocation plan or when treated as indi-
rect costs, acceptance of the costs as 
part of the indirect cost rate or cost al-
location plan shall constitute approval. 

(b)(1) All direct costs must be ap-
proved in advance by the awarding 
agency. 

(2) When costs are specified in the 
budget, approval of the budget shall 
constitute approval of the cost. 

(3) Specific prior approval in writing 
from the awarding agency is required if 
the costs are not specified in the budg-
et, or if there is no approved budget. 
For this purpose the prior approval 
procedures of Subpart M shall be fol-
lowed, except that, for formula or man-
datory grants, the awarding agency’s 
written approval may be signed by any 
authorized official of the awarding 
agency. 

(c) The awarding agency may waive 
or conditionally waive the requirement 
for its approval of the costs. A waiver, 
as such, shall be applicable only to the 
requirement for approval. If it is deter-
mined, by audit or otherwise, that the 
costs do not meet other requirements 
or tests for allowability specified by 
the applicable cost principles, such as 
reasonableness and necessity, the costs 
may be disallowed. 

(d) In the case of subgrants and cost- 
type contracts, no approval shall be 
given which is inconsistent with the 
purpose or the provisions of the Fed-
eral grant. 

Subpart U—Miscellaneous 

§ 3015.200 Acknowledgement of sup-
port on publications and 
audiovisuals. 

(a) Definitions. Appendix A defines 
‘‘audiovisual,’’ ‘‘production of an 
audiovisual,’’ and ‘‘publication.’’ 

VerDate Mar<15>2010 08:13 Mar 11, 2014 Jkt 232026 PO 00000 Frm 00160 Fmt 8010 Sfmt 8010 Y:\SGML\232026.XXX 232026eh
ie

rs
 o

n 
D

S
K

2V
P

T
V

N
1P

R
O

D
 w

ith
 C

F
R



151 

Office of Chief Financial Officer, USDA § 3015.201 

(b) Publications. Recipients shall have 
an acknowledgement of awarding agen-
cy support placed on any publications 
written or published with grant sup-
port and, if feasible, on any publication 
reporting the results of, or describing, 
a grant-supported activity. 

(c) Audiovisuals. Recipients shall have 
an acknowledgement of awarding agen-
cy support placed on any audiovisual 
which is produced with grant support 
and which has a direct production cost 
to the recipient of over $5,000. Unless 
the other provisions of the grant award 
make it apply, this requirement does 
not apply to: 

(1) Audiovisuals produced under man-
datory or formula grants or under sub-
grants. 

(2) Audiovisuals produced as research 
instruments or for documenting experi-
mentation or findings and not intended 
for presentation or distribution to the 
general public. 

(d) Waivers. Awarding agencies may 
waive any requirement of this section. 

§ 3015.201 Use of consultants. 

(a) Definition. Appendix A defines 
‘‘consultant.’’ 

(b) Applicability. This section applies 
only to the use of consultants whose 
fees are supported by a grant, 
subgrant, or cost-type contract. 

(c) Basic policy—(1) Prior approval. 
Awarding agencies shall not require 
prior approval for the use of consult-
ants. 

(2) Exceptions. (i) In unusual cases, 
using a consultant may constitute a 
transfer of substantive programmatic 
work, which requires prior approval 
under discretionary grants. 

(ii) Consulting fees paid by an organi-
zation to its own employees require 
prior approval. 

(d) Use of an organization’s own em-
ployees—(1) Faculty members of education 
institutions. Charges representing extra 
compensation (above base salary) paid 
by an educational institution to a sala-
ried member of its faculty for con-
sulting work are allowable only in un-
usual cases, and only if both of the fol-
lowing conditions exist: 

(i) The consultation is across depart-
mental lines or involves a separate or 
remote operation; and 

(ii) The work performed by the con-
sultant is in addition to his or her reg-
ular departmental load. 

(2) All other cases. In all other cases, 
consulting fees paid in addition to sal-
ary by recipients or cost-type contrac-
tors to people who are also their em-
ployees may be supported by a grant, 
subgrant, or cost-type contract only in 
unusual cases, and only if all of the fol-
lowing three conditions exist: 

(i) The policies of the recipient or 
contractor permit such consulting fee 
payments to its own employees regard-
less of whether Federal grant funds are 
involved; 

(ii) The work involved is clearly out-
side the scope of the person’s salaried 
employment; and 

(iii) It would be inappropriate or not 
feasible to compensate for the addi-
tional work by paying additional sal-
ary to the employee. 

(3) Requirement for approval. Con-
sulting fees paid under this section 
must have a specific prior approval in 
writing from the Head of the recipient 
or contractor or from his or her des-
ignated representative. If the recipient 
or contractor is a government, the ap-
proval may be given by the Head (or a 
designated representative of the Head) 
of the government agency which is pri-
marily responsible for administering or 
carrying out the project or program. If 
the designated representative is per-
sonally involved in the project or pro-
gram under consideration, the approval 
may be given only by the Head. If the 
Head is personally involved in the 
project or program under consider-
ation, prior approval from the award-
ing agency is required. Such prior ap-
proval must include a determination 
that the applicable requirements in 
paragraph (d) (1) or (2) of this section 
are present. 

(e) Documentation standards. (1) 
Charges for consulting payments must 
be supported in the records of the re-
cipient or cost-type contractor by an 
invoice from the consultant and a copy 
of the written report (if a report is ap-
propriate) or other documented evi-
dence of the work performed from the 
consultant. 

(2) If any of the following informa-
tion is not shown on the invoice and/or 
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report from the consultant, the infor-
mation must be shown in a memo-
randum or other document prepared by 
the recipient or contractor for its files, 
or noted in handwriting on the consult-
ant’s invoice by the recipient or con-
tractor. The memorandum, other docu-
ment, or handwritten notation must be 
signed by an official of the recipient or 
contractor and show: 

(i) The name of the consultant; 
(ii) The nature of the services pro-

vided (such as statistical analysis of 
data, participation on project advisory 
committee, or specified medical serv-
ices to eligible beneficiaries); 

(iii) The relevance of the services to 
the project or program, if not apparent 
from the nature of the services; and 

(iv) Whichever of the following is ap-
plicable: 

(A) (If the fee was based on a rate per 
day or hours worked) the rate and the 
dates and/or hours worked; 

(B) (If the fee was based on a rate per 
unit of service provided, such as the 
number of patients examined by a phy-
sician) the rate, the number of units of 
service provided, and the beginning and 
ending dates of the overall period of 
service; or 

(C) (If the fee was determined on 
some other basis) the basis for deter-
mining the fee and the beginning and 
ending dates of the period in which 
services were provided. 

§ 3015.202 Limits on total payments to 
the recipient. 

(a) This section summarizes the four 
most widely applicable limits on the 
total amount of money the recipient is 
entitled to receive from USDA as a re-
sult of a grant. It is permissible for the 
terms of a grant to provide one or more 
additional limits. 

(b) For each grant, the lowest of the 
applicable limits is the one that gov-
erns the final settlement upon expira-
tion or termination of the grant. 

(c) The following two limits apply to 
every grant: 

(1) The amount of Federal funds au-
thorized. 

(2) The Federal share of the allowable 
costs incurred by the recipient. 

(d) Grants that require a specified 
percentage of cost-sharing or matching 

are subject to the limit described in 
Subpart G. 

(e) For each budget period of an in-
crementally funded discretionary 
grant, the Federal share of that peri-
od’s approved budget is a limit. 

§ 3015.203 [Reserved] 

§ 3015.204 Federal Register publica-
tions. 

(a) Program regulations. Most grant 
programs have program-specific regu-
lations, which are published in the 
FEDERAL REGISTER and codified in the 
Code of Federal Regulations. In some 
cases the program-specific regulations 
are promulgated in the form of agency 
directives or manuals which may be ob-
tained from the awarding agency. 

(b) Program announcements. For each 
program, the awarding agency may 
publish in the FEDERAL REGISTER one 
or more program announcements. Pro-
gram announcements invite applica-
tions for one or more stated program 
objectives. They include at least the 
following information: 

(1) An estimate of how much money 
will be available for competing awards, 
and the expected size of the awards, 
broken down by subprogram or priority 
area when appropriate; 

(2) Who is eligible; 
(3) How to obtain application kits; 
(4) Where to submit applications; and 
(5) The deadline for submitting appli-

cations. 
(c) Cooperative agreements. If any or 

all of the awards are likely to be coop-
erative agreements rather than grants, 
the program announcement so states. 
In that case, if feasible, the program 
announcement also describes the an-
ticipated substantial Federal involve-
ment in performance. (This paragraph 
does not prevent the award of coopera-
tive agreements under a program an-
nouncement that mentioned only 
grants. Nor does it prevent the award 
of grants under a program announce-
ment that mentioned only cooperative 
agreements.) 

(d) Evaluation criteria. The awarding 
agency publishes its criteria for evalu-
ating grant applications either in the 
program regulations or the program 
announcement. If the criteria are not 
all equal in importance, their relative 
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weights are also published. The criteria 
cover at least the following factors (ex-
cept where the nature of the eligible 
projects makes one or more of these 
factors irrelevant): 

(1) How well qualified the project’s 
personnel will be; 

(2) The adequacy of the applicant’s 
facilities and resources; 

(3) The adequacy of the project plan 
or methodology; 

(4) The cost-effectiveness of the 
project; and 

(5) How closely the project objectives 
fit the objectives for which applica-
tions were invited. 

(e) Funding priorities. If the awarding 
agency will give priority to one or 
more particular kinds of projects, the 
priority (and how it will be applied in 
deciding which applications to fund) is 
described in the program announce-
ment. 

(f) Competing continuations vs. ‘‘new’’ 
projects. If the awarding agency will 
give a preference to competing con-
tinuation applications over applica-
tions for projects not already receiving 
support under the program, or vice 
versa, the preference is described in the 
program announcement. 

(g) Programs with few potential appli-
cants. In some programs the number of 
potential applicants is relatively 
small. (For example, in some programs 
only the States are eligible.) In these 
situations the awarding agency may 
send a copy of the program announce-
ment directly to every potential appli-
cant instead of publishing it in the 
FEDERAL REGISTER. 

(h) Register—Other information which 
is available. In addition to the items 
specified above, each awarding Agency 
makes available to the public the fol-
lowing information and materials for 
each program: 

(1) A copy of, or reference to, the au-
thorizing statutes for the program; 

(2) All guidelines of general applica-
bility for administration of the pro-
gram; 

(3) A description of the procedures 
the awarding agency will use for evalu-
ating applications; and 

(4) Any other information that the 
awarding agency believes will be help-
ful. 

(i) Consulting with applicants. Each 
awarding agency publishes as much in-
formation as practicable to reduce the 
need for consultation by applicants. If 
the awarding agency does provide con-
sultation, its staff members try to give 
consistent interpretations and fair 
treatment to all requestors. 

§ 3015.205 General provisions for 
grants and cooperative agreements 
with institutions of higher edu-
cation, other nonprofit organiza-
tions, and hospitals. 

(a) Scope. This section sets forth gen-
eral provisions which apply, in whole 
or in part, to grants and cooperative 
agreements awarded by USDA to insti-
tutions of higher education, other non-
profit organizations, and hospitals. 
(General provisions applicable to 
grants and cooperative agreements 
with State and local governments are 
set forth in the Office of Management 
and Budget (OMB) Circular A–102, At-
tachment M and are made a condition 
of each grant or cooperative agreement 
awarded to such recipients). Any statu-
tory provisions that apply to the par-
ticular agreement at hand, that are not 
included herein, shall be made a part of 
the award document. All administra-
tive requirements contained in sub-
parts A through U of 7 CFR part 3015 
shall apply, as appropriate. 

(b) Assurances and compliance. It shall 
be a condition of every USDA grant or 
cooperative agreement awarded to in-
stitutions of higher education, other 
nonprofit organizations and hospitals 
that the recipient assure and certify 
compliance with the following general 
requirements to the extent applicable: 

(1) It will comply with the following 
provisions regarding the rights and 
welfare of human subjects: 

(i) The recipient organization is re-
sponsible for safeguarding the rights 
and welfare of any human subjects in-
volved in research, development, and 
related activities supported by this 
agreement. The recipient organization 
may conduct research involving human 
subjects only as described in the pro-
posal and as approved by the recipient 
organization’s cognizant Institutional 
Review Board. Prior to conducting 
such research, the recipient organiza-
tion shall obtain and document a le-
gally sufficient informed consent from 
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each human subject involved. No such 
informed consent shall include any ex-
culpatory language through which the 
subject is made to waiver, or to appear 
to waiver, any of his or her legal 
rights, including any release of the re-
cipient organization or its agents from 
liability for negligence. 

(ii) The recipient organization agrees 
to comply with U.S. Department of 
Health and Human Services’ regula-
tions regarding human subjects, ap-
pearing in 45 CFR part 46 (as amended). 

(iii) It will comply with USDA policy 
which is to assure that the risks do not 
outweigh either potential benefits to 
the subjects or the expected value of 
the knowledge sought. 

(iv) Selection of subjects or groups of 
subjects shall be made without regard 
to sex, race, color, religion, or national 
origin unless these characteristics are 
factors to be studied. 

(2) It will comply with the Animal 
Welfare Act, as amended, 7 U.S.C. 2131, 
et seq., and the regulations promul-
gated thereunder by the Secretary of 
Agriculture (9 CFR, Subchapter A) per-
taining to the care, handling, and 
treatment of warm-blooded animals 
held or used for research, teaching, or 
other activities supported by Federal 
funds. Recipient organizations may re-
quest registration of facilities and a 
current listing of licensed dealers from 
the Regional Office of the Animal and 
Plant Health Inspection Service 
(APHIS), USDA, for the Region in 
which their facility is located. The lo-
cation of the appropriate APHIS Re-
gional Office, as well as information 
concerning this requirement, may be 
obtained by contacting the Senior 
Staff Officer, Animal Care Staff, 
USDA/APHIS, Federal Center Building, 
Hyattsville, Maryland 20782. 

(3) It will assume primary responsi-
bility for implementing proper conduct 
or recombinant DNA research and it 
will comply with the national Institute 
of Health Guidelines for Recombinant 
DNA Research, as revised. 

(4) It will comply with Section 5 of 
the International Air Transportation 
Fair Competitive Practices Act of 1974, 
49 U.S.C. 1517, which requires: 

(i) Any air transportation to, from, 
between, or within a country, other 
than the U.S., of persons or property, 

the expense of which will be assisted by 
USDA funding, to be performed on a 
U.S.-flag carrier if service provided by 
such carrier is ‘‘available.’’ 

(ii) For the purposes of this require-
ment: 

(A) Passenger or freight service by a 
certificated air carrier is considered 
‘‘available’’ even though: 

(1) Comparable or a different kind of 
service by a noncertificated air carrier 
costs less; or 

(2) Service by a noncertificated air 
carrier can be paid for in excess foreign 
currency; or 

(3) Service by a noncertificated air 
carrier is preferred by the recipient or-
ganization contractor or traveler need-
ing air transportation. 

(B) Passenger service by a certifi-
cated air carrier is considered to be 
‘‘unavailable’’: 

(1) When the traveler, while enroute, 
has to wait six hours or more for an 
available U.S. carrier; or 

(2) When any flight by a U.S. carrier 
interrupted by a stop anticipated to be 
six hours or more for refueling, reload-
ing repairs, etc., and no other flight by 
a U.S. carrier is available during the 
six-hour period; or 

(3) When the flight by a U.S. carrier 
takes 12 or more hours longer than a 
foreign carrier. 

(5) It possesses legal authority to 
enter into the agreement; that a reso-
lution, motion or similar action has 
been duly adopted or passed as an offi-
cial act of its governing body, author-
izing the acceptance of the agreement 
including all understandings and assur-
ances contained therein and directing 
and authorizing the person identified 
as the official representative of the re-
cipient organization to act in connec-
tion with the agreement and to provide 
such additional information as may be 
required. 

(6) It will comply with Title VI of the 
Civil Rights Act of 1964, 42 U.S.C. 2000d, 
and in accordance with Title VI of that 
Act, no person in the United States 
shall, on the ground of race, color, or 
national origin, be excluded from par-
ticipation in, be denied the benefits of, 
or be otherwise subjected to discrimi-
nation under any program or activity 
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for which the recipient receives Fed-
eral financial assistance and will im-
mediately take any measures nec-
essary to effectuate this agreement. 

(7) It will establish safeguards to pro-
hibit employees from using their posi-
tions for a purpose that is or gives the 
appearance of being motivated by a de-
sire for private gain for themselves or 
others, particularly those with whom 
they have family, business, or other 
ties. 

(8) It will give USDA, the awarding 
agency or the Comptroller General, 
through any authorized representative, 
access to and the right to examine all 
records, books, papers or documents re-
lated to the award. 

(9) It will comply with all require-
ments imposed by the awarding agency 
concerning special requirements of 
law, program requirements, and other 
administrative requirements. 

(10) It will insure that the facilities 
under its ownership, lease or super-
vision which shall be utilized in the ac-
complishment of the project are not 
listed on the Environmental Protection 
Agency’s (EPA) list of violating facili-
ties and that it will notify the award-
ing agency of the receipt of any com-
munication from the Director of the 
EPA, Office of Federal Activities, indi-
cating that a facility to be utilized in 
the project is under consideration for 
listing by the EPA. 

(11) It will comply with the flood in-
surance purchase requirements of the 
National Flood Insurance Act of 1968, 
as amended, and the Flood Disaster 
Protection Act of 1973, 42 U.S.C. 4001– 
4127. Section 102(a) requires, on and 
after March 2, 1975, the purchase of 
flood insurance in communities where 
such insurance is available as a condi-
tion for construction or acquisition 
purposes for use in any area that has 
been identified by the Secretary of the 
Department of Housing and Urban De-
velopment as an area having special 
flood hazards. 

(12) It will assist the awarding agen-
cy in its compliance with Section 106 of 
the National Historic Preservation Act 
of 1966, 16 U.S.C. 470, Executive Order 
11593, and the Archaeological and His-
toric Preservation Act of 1974, 16 U.S.C. 
496a–1, et. seq., by (i) consulting with 
the State Historic Preservation Officer 

on the conduct of investigations, as 
necessary, to identify properties listed 
in or eligible for inclusion in the Na-
tional Register of Historic Places that 
are subject to adverse effects (see 36 
CFR 800.8) by the activity, and noti-
fying the awarding agency of the exist-
ence of any such properties, and by (ii) 
complying with all requirements estab-
lished by the awarding agency to avoid 
or mitigate adverse effects upon such 
properties. 

(13) It will comply with Title IX of 
the Education Amendments of 1972, 20 
U.S.C. 1681, et. seq., which prohibits dis-
crimination on the basis of sex in Fed-
erally assisted education programs. 

(14) It will comply with Section 504 of 
the Rehabilitation Act of 1973, as 
amended, 29 U.S.C. 794. Section 504 pro-
vides that no otherwise qualified 
handicapped individual shall solely by 
reason of his handicap, be excluded 
from the participation in, be denied the 
benefits of, or be subjected to discrimi-
nation under any program or activity 
receiving Federal financial assistance. 

(15) It will comply with the Age Dis-
crimination Act of 1975, 42 U.S.C. 6101– 
6107, which prohibits unreasonable dis-
crimination based on age, in programs 
or activities receiving Federal finan-
cial assistance. 

(16) It is in compliance with the 
Clean Air Act of 1970, 42 U.S.C. 7401 et 
seq., which requires federally assisted 
activities to be in conformance with 
State (Clean Air) Implementation 
Plan. 

(17) It will establish safeguards to en-
sure that USDA funds are properly 
spent. In particular, except nonprofit 
organizations which are subject to the 
lobbying provisions of paragraph B.21. 
of OMB Circular A–122, it will assure 
that funds are not used for partisan or 
political activity purposes. 

(c) USDA awarding agencies shall ob-
tain the required assurances and cer-
tifications by including the following 
clause in each grant or cooperative 
agreement awarded to institutions of 
higher education, other nonprofit orga-
nizations and hospitals: 

As a condition of this grant or cooperative 
agreement, the recipient assures and cer-
tifies that it is in compliance with and will 
comply in the course of the agreement with 
all applicable laws, regulations, Executive 
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Orders and other generally applicable re-
quirements, including those set out in 7 CFR 
3015.205(b), which hereby are incorporated in 
this agreement by reference, and such other 
statutory provisions as are specifically set 
forth herein. 

[48 FR 27222, June 14, 1983, as amended at 49 
FR 38534, Oct. 1, 1984] 

Subpart V—Intergovernmental Re-
view of Department of Agri-
culture Programs and Activi-
ties 

AUTHORITY: E. O. 12372, July 14, 1982 (47 FR 
30959), as amended Apr. 8, 1983 (48 FR 15887): 
Sec. 401 of the Intergovernmental Coopera-
tion Act of 1968, as amended (31 U.S.C. 6506); 
sec. 204 of the Demonstration Cities and Met-
ropolitan Development Act of 1966, as 
amended (42 U.S.C. 3334). 

SOURCE: 48 FR 29112, June 24, 1983, unless 
otherwise noted. 

§ 3015.300 Purpose. 

(a) The regulations in this part im-
plement Executive Order 12372, ‘‘Inter-
governmental Review of Federal Pro-
grams’’, issued July 14, 1982, and 
amended on April 8, 1983. These regula-
tions also implement applicable provi-
sions of section 401 of the Intergovern-
mental Cooperation Act of 1968 and sec-
tion 204 of the Demonstration Cities 
and Metropolitan Development Act of 
1966. 

(b) These regulations are intended to 
foster an intergovernmental partner-
ship and a strengthened Federalism by 
relying on State processes and on 
State, arewide, regional and local co-
ordination for review of proposed Fed-
eral financial assistance and direct 
Federal development. 

(c) The regulations are intended to 
aid the internal management of the De-
partment, and are not intended to cre-
ate any right or benefit enforceable at 
law by a party against the Department 
or its officers. 

§ 3015.301 Definitions. 

Department means the U.S. Depart-
ment of Agriculture. 

Order means Executive Order 12372, 
issued July 14, 1982, and amended April 
8, 1983, and titled Intergovernmental Re-
view of Federal Programs. 

Secretary means the Secretary of the 
U.S. Department of Agriculture or an 
official or employee of the Department 
acting for the Secretary under a dele-
gation of authority. 

State means any of the 50 states, the 
District of Columbia, the Common-
wealth of Puerto Rico, the Common-
wealth of the Northern Mariana Is-
lands, Guam, American Samoa, the 
U.S. Virgin Island, or the Trust Terri-
tory of the Pacific Islands. 

§ 3015.302 Applicability. 

The Secretary publishes in the FED-
ERAL REGISTER a list of the Depart-
ment’s programs and activities that 
are subject to these regulations and 
identifies which of these are subject to 
the requirements of section 204 of the 
Demonstration Cities and Metropolitan 
Development Act. 

§ 3015.303 Secretary’s general respon-
sibilities. 

(a) The Secretary provides opportuni-
ties for consultation by elected offi-
cials of those State and local govern-
ments that would provide the non-Fed-
eral funds for, or that would be directly 
affected by, proposed Federal financial 
assistance from, or direct Federal de-
velopment by, the Department. 

(b) If a State adopts a process under 
the Order to review and coordinate pro-
posed Federal financial assistance and 
direct Federal development, the Sec-
retary, to the extent permitted by law: 

(1) Uses the State process to deter-
mine official views of State and local 
elected officials; 

(2) Communicates with State and 
local elected officials as early in a pro-
gram planning cycle as is reasonably 
feasible to explain specific plans and 
actions; 

(3) Makes efforts to accommodate 
State and local elected officials’ con-
cerns with proposed Federal financial 
assistance and direct Federal develop-
ment that are communicated through 
the State process; 

(4) Allows the States to simplify and 
consolidate existing Federally required 
State plan submissions; 

(5) Where State planning and budg-
eting systems are sufficient and where 
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permitted by law, encourages the sub-
stitution of State plans for Federally 
required State plans; 

(6) Seeks the coordination of views of 
affected State and local elected offi-
cials in one State with those of another 
State when proposed Federal financial 
assistance or direct Federal develop-
ment has an impact on interstate met-
ropolitan urban centers or other inter-
state areas; and 

(7) Supports State and local govern-
ments by discouraging the reauthoriza-
tion or creation of any planning orga-
nization which is Federally-funded, 
which has a limited purpose, and which 
is not adequately representative of, or 
accountable to, State or local elected 
officials. 

§ 3015.304 Federal interagency coordi-
nation. 

The Secretary, to the extent prac-
ticable, consults with and seeks advice 
from all other substantially affected 
Federal departments and agencies in 
an effort to assure full coordination be-
tween such agencies and the Depart-
ment regarding programs and activi-
ties covered under these regulations. 

§ 3015.305 State selection of programs 
and activities. 

(a) A State may select any program 
or activity published in the FEDERAL 
REGISTER in accordance with § 3015.302 
of this subpart for intergovernmental 
review under these regulations. Each 
State, before selecting programs and 
activities, shall consult with local 
elected officials. 

(b) Each State that adopts a process 
shall notify the secretary of the De-
partment’s programs and activities se-
lected for that process. 

(c) A State may notify the Secretary 
of changes in its selections at any 
time. For each change, the State shall 
submit to the Secretary an assurance 
that the State has consulted with 
elected local officials regarding the 
change. The Department may establish 
deadlines by which States are required 
to inform the Secretary of changes in 
their program selections. 

(d) The Secretary uses a State’s proc-
ess as soon as feasible, depending on in-
dividual programs and activities, after 

the Secretary is notified of its selec-
tions. 

§ 3015.306 Communication with State 
and local elected officials. 

(a) The Secretary provides notice to 
directly affected State, areawide, re-
gional, and local entities in a State of 
proposed Federal financial assistance 
or direct Federal development if: 

(1) The State has not adopted a proc-
ess under the Order; or 

(2) The assistance or development in-
volves a program or an activity that is 
not covered under the State process. 

(b) This notice may be made by publi-
cation in the FEDERAL REGISTER or 
other appropriate means, which the De-
partment in its discretion deems appro-
priate. 

(c) In order to facilitate communica-
tion with State and local officials the 
Secretary has established an office 
within the Department to receive all 
communications pertinent to this 
Order. All communications should be 
sent to the Office of Finance and Man-
agement, Room 143–W, Administration 
Building, Washington, DC 20250, Atten-
tion: E.O. 12372. 

§ 3015.307 State comments on pro-
posed Federal financial assistance 
and direct Federal development. 

(a) Except in unusual circumstances, 
the Secretary gives State processes or 
directly affected State, areawide, re-
gional, and local officials and entities: 

(1) At least 30 days from the date es-
tablished by the Secretary to comment 
on proposed Federal financial assist-
ance in the form of noncompeting con-
tinuation awards; and 

(2) At least 60 days from the date es-
tablished by the Secretary to comment 
on proposed direct Federal develop-
ment or Federal financial assistance 
other than noncompeting continuation 
awards. 

(b) This section also applies to com-
ments in cases in which the review, co-
ordination and communication with 
the Department have been delegated. 

(c) Applicants for programs and ac-
tivities subject to section 204 of the 
Demonstration Cities and Metropolitan 
Development Act shall allow areawide 
agencies a 60-day opportunity for re-
view and comment. 
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§ 3015.308 Processing comments. 
(a) The Secretary follows the proce-

dures in § 3015.309 if: 
(1) A State office or official is des-

ignated to act as a single point of con-
tact between a State process and all 
Federal agencies; and 

(2) That office or official transmits a 
State process recommendation for a 
program selected under § 3015.305. 

(b)(1) The single point of contact is 
not obligated to transmit comments 
form State, areawide, regional or local 
officials and entities where there is no 
State process recommendation. 

(2) If a State process recommenda-
tion is transmitted by a single point of 
contact, all comments from State, 
areawide, regional, and local officials 
and entities that differ from it must 
also be transmitted. 

(c) If a State has not established a 
process, or is unable to submit a State 
process recommendation, State, 
areawide, regional and local officials 
and entities may submit comments ei-
ther to the applicant or to the Depart-
ment. 

(d) If a program or activity is not se-
lected by a State process, State, 
areawide, regional and local officials 
and entities may submit comments ei-
ther to the applicant or to the Depart-
ment. In addition, if a State process 
recommendation for a non-selected 
program or activity is transmitted to 
the Department by the single point of 
contact, the Secretary follows the pro-
cedures of § 3015.309 of this subpart. 

(e) The Secretary considers com-
ments which do not constitute a State 
process recommendation submitted 
under these regulations and for which 
the Secretary is not required to apply 
the procedures of § 3015.309 of this sub-
part, when such comments are provided 
by a single point of contact by the ap-
plicant, or directly to the Department 
by a commenting party. 

§ 3015.309 Accommodation of intergov-
ernmental concerns. 

(a) If a State process provides a State 
process recommendation to the Depart-
ment through its single point of con-
tact, the Secretary either— 

(1) Accepts the recommendations; 
(2) Reaches a mutually agreeable so-

lution with the State process; or 

(3) Provides the single point of con-
tact with a written explanation of the 
decision, as the Secretary in his or her 
discretion deems appropriate. The Sec-
retary may also supplement the writ-
ten explanation by also providing the 
explanation to the single point of con-
tact by telephone, other telecommuni-
cation, or other means. 

(b) In any explanation under para-
graph (a)(3) of this section, the Sec-
retary informs the single point of con-
tact that: 

(1) The Department will not imple-
ment its decision for at least ten days 
after the single point of contact re-
ceives the explanation; or 

(2) The Secretary has reviewed the 
decision and determined that, because 
of unusual circumstances, the waiting 
period of at least ten days is not fea-
sible. 

(c) For purposes of computing the 
waiting period under paragraph (b)(1) 
of this section, a single point of con-
tact is presumed to have received writ-
ten notification five days after the date 
of mailing of such notification. 

§ 3015.310 Interstate situations. 
(a) The Secretary is responsible for: 
(1) Identifying proposed Federal fi-

nancial assistance and direct Federal 
development that have an impact on 
interstate areas; 

(2) Notifying appropriate officials in 
States which have adopted a process 
and which selected the Department’s 
program or activity; 

(3) Making efforts to identify and no-
tify the affected State, areawide, re-
gional, and local officials and entities 
in those States that have not adopted a 
process under the Order or do not se-
lect the Department’s program or ac-
tivity; and 

(4) Responding, pursuant to § 3015.309 
of this subpart, if the Secretary re-
ceives a recommendation from a des-
ignated areawide agency transmitted 
by a single point of contact, in cases in 
which the review, coordination, and 
communication with the Department 
have been delegated. 

(b) The Secretary uses the procedures 
in § 3015.309 if a State process provides 
a State process recommendation to the 
Department through a single point of 
contact. 
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§ 3015.311 Simplification, consolida-
tion, or substitution of State plans. 

(a) As used in this section: 
(1) Simplify means that a State may 

develop its own format, choose its own 
submission date, and select the plan-
ning period for a State plan. 

(2) Consolidate means that a State 
may meet statutory and regulatory re-
quirements by combining two or more 
plans into one document and that the 
State can select the format, submis-
sion date, the planning period for the 
consolidated plan. 

(3) Substitute means that a State may 
use a plan or other document that it 
has developed for its own purposes to 
meet Federal requirements. 

(b) If not inconsistent with law, a 
State may decide to try to simplify, 
consolidate, or substitute Federally re-
quired State plans without prior ap-
proval by the Secretary. 

(c) The Secretary reviews each State 
plan a State has simplified, consoli-
dated or substituted and accepts the 
plan only if its contents meet Federal 
requirements. 

§ 3015.312 Waivers. 
In an emergency, the Secretary may 

waive any provision of these regula-
tions. 

APPENDIX A TO PART 3015—DEFINITIONS 

Section I ‘‘Grant’’ and ‘‘Cooperative Agree-
ment’’ 

(a) ‘‘Grant’’ unless qualified by ‘‘non-Fed-
eral’’ means an award by the Federal govern-
ment of money, property instead of money, 
services, or anything of value, to the State 
or other recipient, with the following charac-
teristics: 

(1) The principal purpose of the award is to 
accomplish a public purpose of support or 
stimulation authorized by Federal statute, 
rather than acquisition, by purchase, lease, 
or barter, of property or services for the di-
rect benefit or use of the Federal govern-
ment; and 

(2) At the time the award is made, no sub-
stantial involvement is anticipated between 
the executive agency, acting for the Federal 
government, and the State or local govern-
ment or other recipient during performance 
of the contemplated activity. 

(b) ‘‘Cooperative agreement’’ has the same 
meaning as ‘‘grant,’’ except that, at the time 
a cooperative agreement is awarded, sub-
stantial involvement is anticipated between 
the executive agency, acting for the Federal 

government, and the State or local govern-
ment or other recipient during performance 
of the contemplated activity. 

(c) ‘‘Grants’’ and ‘‘cooperative agree-
ments’’ do not include technical assistance, 
which provides services instead of money; 
revenue sharing; loans; loan guarantees; cap-
ital contributions to loan funds; interest 
subsidies; insurance; or direct appropria-
tions. (See the definition of ‘‘Non-Federal 
grant’’ in Section II of this appendix.) 

Section II Other Definitions. 

‘‘Acquisition’’ of property includes pur-
chase, construction, or fabrication of prop-
erty. It does not include rental of property 
or alterations and renovations of real prop-
erty. 

‘‘Acquisition cost’’ of an item of purchased 
equipment means the net invoice price of the 
equipment. It includes the cost of modifica-
tions, attachments, accessories, or auxiliary 
apparatus necessary to make the equipment 
useable for the purpose for which it was ac-
quired. Other charges, such as the cost of in-
stallation, transportation, taxes, duty, or 
protective in-transit insurance shall be in-
cluded in or excluded from the unit acquisi-
tion cost in accordance with the regular ac-
counting practices of the organization pur-
chasing the equipment. 

If an item of equipment is acquired by 
trading in another item and paying an addi-
tional amount, ‘‘acquisition cost’’ means the 
amount received for trade-in plus the addi-
tional outlay. (See the definition of ‘‘amount 
received for trade-in.’’) 

For purposes of the rules on equipment and 
supplies, ‘‘acquisition cost’’ of a copy of a 
work of authorship (such as a book, print of 
a motion picture, or tape of a television pro-
gram) refers to the cost of fabricating or pur-
chasing the individual copy, considered as a 
material object. It does not include the cost 
of developing, or acquiring rights to, the 
work embodied in the copy. 

‘‘Advance by Treasury check’’ is a pay-
ment made by a Treasury check to a recipi-
ent of a grant or cooperative agreement, be-
fore payments are made by the recipient of 
the grant or cooperative agreement. Ad-
vances by Treasury check are based on ei-
ther a periodic request from the recipient or 
a predetermined payment schedule. 

‘‘Amount received for trade-in’’ of an item 
of equipment traded in for replacement 
equipment means the amount that would 
have been paid for the replacement equip-
ment without a trade-in, minus the amount 
paid with the trade-in. The term refers to 
the actual difference, not necessarily the 
trade-in value, shown on an invoice. For ex-
ample, suppose that a recipient can buy a 
new machine for $5,000 in cash. The recipient 
actually buys this machine by trading in a 
used machine and paying $3,000 in cash. In 
this case, the amount received for trade-in 
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would be $2,000 ($5,000 minus $3,000) regard-
less of the trade-in allowance shown on the 
invoice. 

‘‘Approved budget’’ means a budget (in-
cluding any revised budget) which has been 
approved in writing by the awarding agency. 
(See the definition of ‘‘budget.’’) 

‘‘Audiovisual’’ means a product containing 
visual imagery or sound or both. Examples of 
audiovisuals are motion pictures, live or 
prerecorded radio or television programs, 
slide shows, filmstrips, audio recordings, and 
multimedia presentations. 

‘‘Awarding agency’’ means (1) for grants 
and cooperative agreements, the USDA agen-
cy making the award, and (2) for subgrants, 
the recipient. 

‘‘Bid guarantee’’ means a firm commit-
ment such as a bid bond, certified check, or 
other negotiable instrument, accompanying 
a bid as assurance that the bidder will, if its 
bid is accepted, execute the required con-
tractual documents within the time speci-
fied. 

‘‘Budget’’ means the recipient’s financial 
expenditure plan approved by the awarding 
agency to carry out the purposes of the Fed-
erally-supported project. The budget is com-
prised of both the Federal share and any 
non-Federal share of such plan and any sub-
sequent authorized rebudgeting of funds. 

For those programs that do not involve 
Federal approval of the non-Federal share of 
costs, such as research grants, the term 
‘‘budget’’ means the financial expenditure 
plan approved by the awarding agency in-
cluding any subsequent authorized rebudg-
eting of funds, for the use of Federal funds 
only. Any expenditures charged to an ap-
proved budget consisting of Federal and non- 
Federal shares are deemed to be supported 
by the grant in the same proportion as the 
percentage of Federal/non-Federal participa-
tion in the overall budget. 

‘‘Budget period’’ means the period speci-
fied in the grant or cooperative agreement 
during which Federal funds awarded are au-
thorized to be expended, obligated, or firmly 
committed by the recipient for the purposes 
specified in the agreement. 

‘‘Closeout’’ of a grant or cooperative agree-
ment means the process by which an award-
ing agency determines that all applicable ad-
ministrative actions and all required work of 
the grant or cooperative agreement have 
been completed by the recipient and the 
awarding agency. 

‘‘Consultant’’ means a person who gives 
advice or services for a fee, but not as an em-
ployee. The term includes guest speakers 
when not acting as employees of the party 
that engages them. Note that in unusual 
cases it is possible for a person to be both an 
employee and a consultant at the same time. 
(See § 3015.201.) 

‘‘Contract’’ means a procurement contract 
awarded under a grant, cooperative agree-

ment, or subgrant; and ‘‘subcontract’’ means 
a procurement subcontract under such a con-
tract. Procurement contracts and sub-
contracts are ones which place the parties in 
a buyer-seller relationship, regardless of the 
label used by the parties to describe the rela-
tionship (e.g., purchase-of-service agree-
ment). The terms ‘‘contract’’ and ‘‘sub-
contract’’ do not include any agreements be-
tween organizational components of the 
same legal entity, even if one of the compo-
nents provides property or services to or for 
the other. (See definitions of ‘‘subgrant,’’ 
‘‘cost-type contract,’’ and ‘‘fixed price con-
tract.’’) 

‘‘Cost-sharing’’ and ‘‘matching’’ each mean 
the value of third party in-kind contribu-
tions plus that portion of the allowable costs 
of recipients not supported by the Federal 
Government. (The terms ‘‘cost-sharing’’ and 
‘‘matching,’’ in this part, are synonymous.) 

‘‘Cost-type contract’’ means a contract or 
subcontract in which the contractor or sub-
contractor is paid on the basis of the costs it 
incurs. The term includes cost-plus-fixed-fee 
contracts and subcontracts. (However, the 
term does not include any subcontracts 
under a ‘‘fixed-price contract.’’) 

‘‘Discretionary’’ grants and cooperative 
agreements are ones which a Federal statute 
authorizes but does not require USDA to 
award. 

‘‘Equipment’’ means an article of tangible 
personal property that has a useful life of 
more than two years and acquisition cost of 
$500 or more. Any recipient may use its own 
definition of equipment if its definition 
would at least include all items of equipment 
as defined here. 

‘‘Expenditure report’’ means (1) for non-
construction awards, the ‘‘Financial Status 
Report’’ (or other equivalent report); (2) for 
construction awards, the ‘‘Outlay Report and 
Request for Reimbursement for Construction 
Programs’’ (or other equivalent report). 

‘‘Federal funds authorized’’ means the 
total amount of Federal funds obligated by 
the Federal Government for use by the re-
cipient. This amount is a limit on the total 
amount of money that the recipient is enti-
tled to receive from the Federal Government 
as a result of the award. In addition to this 
limit, there are other limits. Refer to 
§ 3015.202 for a summary of these. 

‘‘Federally recognized Indian Tribal gov-
ernment’’ means the governing body or a 
governmental agency of any Indian tribe, 
band, nation, or other organized group or 
community (including any Native village as 
defined in section 3 of the Alaska Native 
Claims Settlement Act, 85 Stat. 688) certified 
by the Secretary of the Interior as eligible 
for the special programs and services pro-
vided by him or her through the Bureau of 
Indian Affairs. 

‘‘Fidelity bond’’ means a bond indem-
nifying the recipient against losses resulting 
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from the fraud or lack of integrity, honesty 
or fidelity of one or more employees, officers 
or other persons holding a position of trust. 

‘‘Fixed-price contract’’ means any contract 
except a cost-type contract. The term in-
cludes firm-fixed price contracts. It also in-
cludes contracts under which the contractor 
is paid at a fixed rate per unit of service or 
unit of labor time. (See the definitions of 
‘‘contract’’ and ‘‘cost-type contract.’’) 

‘‘General program income’’ means all pro-
gram income except the special categories 
treated in §§ 3015.43 through 3015.46. The term 
‘‘general program income’’ is limited to 
amounts that accrue to a recipient of grant 
or cooperative agreement during the period 
of Federally assisted support, or to a sub-
recipient during the period of sub-award sup-
port. 

‘‘Local government’’ means a local unit of 
government including specifically, a county, 
municipality, city, town, township, local 
public authority, school district, special dis-
trict, intra-state district, council of govern-
ments (whether or not incorporated as a non-
profit corporation under State law), sponsor 
or sponsoring local organization of a water-
shed project (as defined in 7 CFR 620.2, 40 FR 
12472, March 19, 1974), any other regional or 
interstate government entity, or any agency 
or instrumentality of a local government. 

‘‘Mandatory’’ or ‘‘formula’’ grants and co-
operative agreements are ones which a Fed-
eral statute requires USDA to award if the 
applicant meets specified conditions. 

‘‘Non-Federal grant’’ means an award of fi-
nancial assistance in the form of money 
which includes no Federal funds, and for 
which the recipient must account to the 
donor on an actual cost basis. The term does 
not include any award that would be ex-
cluded from the definitions of ‘‘grant’’ and 
‘‘cooperative agreement’’ if it were made by 
the Federal government. 

‘‘Obligations’’ means the amounts of or-
ders placed, contracts and subgrants award-
ed, services received, and similar trans-
actions during a given period, which will re-
quire payment during the same or future pe-
riod. 

‘‘O&F’’ means the Office of Operations and 
Finance, which is an organizational compo-
nent in USDA reporting to the Assistant 
Secretary for Administration. 

‘‘OMB’’ means the Office of Management 
and Budget in the Executive Office of the 
President. 

‘‘Outlays’’ means charges made to the 
grant project or program. Outlays may be re-
ported on a cash or accrual basis. 

‘‘Payment bond’’ means a bond executed in 
connection with a contract, to assure pay-
ment as required by law of all persons sup-
plying labor and materials in the execution 
of the work provided in the contract. 

‘‘Percentage-of-completion method’’ refers 
to a system under which payments are made 

for construction work according to the per-
centage of completion of the work, instead of 
the recipient’s rate of disbursements. 

‘‘Performance bond’’ means a bond exe-
cuted in connection with a contract to se-
cure fulfillment of all the contractor’s obli-
gations under the contract. 

‘‘Personal property’’ means property of 
any kind except real property. It may be tan-
gible—having physical existence, or intan-
gible—having no physical existence, such as 
patents, inventions, and copyrights. 

‘‘Production of an audiovisual’’ means any 
of the steps that lead to a finished audio-
visual, including design, layout, script-writ-
ing, filming, editing, fabrication, sound re-
cording, or taping. The term does not include 
the placing of captions for the hearing im-
paired on films or videotapes not originally 
produced for use with the hearing impaired. 

‘‘Program income’’ means gross income 
earned by a recipient from activities sup-
ported by a grant or cooperative agreement. 
(See definition of ‘‘supported by a grant or 
cooperative agreement.’’) It includes but is 
not limited to income in the form of fees for 
services performed during the life of the 
grant, cooperative agreement, or subgrant, 
proceeds from sale of tangible personal or 
real property, usage or rental fees, and pat-
ent or copyright royalties. If income meets 
this definition, it shall be considered pro-
gram income regardless of the method used 
to calculate the amount paid to the recipient 
whether, for example, by a cost-reimburse-
ment method or fixed price arrangement. 
Nor will the income’s classification as pro-
gram income be affected by the fact that the 
recipient earns it from a procurement con-
tract awarded to the recipient (1) by the Fed-
eral government or (2) by another recipient 
acting under another Federal grant, coopera-
tive agreement, or subgrant. 
The following are not considered program in-
come: 

(1) ‘‘Revenues’’ raised by a government re-
cipient under its governing powers, such as 
taxes, special assessments, levies, and fines. 
(However, the receipt and expenditure of 
these revenues shall be recorded as a part of 
the transactions of the Federally-assisted 
project or program when the revenues are 
specifically earmarked for the project in ac-
cordance with the terms of the grant, coop-
erative agreement, or subgrant.) 

(2) Tuition and related fees received by an 
institution of higher education for a regu-
larly offered course taught by an employee 
performing under a grant, cooperative agree-
ment, or subgrant. 

(3) Income earned by contractors or sub-
contractors. 

(4) Internal reimbursements or transfers of 
funds between organizational components of 
the same legal entity (e.g., between agencies 
of the same government). 

(5) Third party in-kind contributions. 
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(6) Gifts or financial assistance from an-
other source, such as (i) a non-Federal grant, 
(ii) another Federal grant, and (iii) chari-
table contributions (whether or not for a re-
stricted purpose), and 

(7) Interest or other investment income 
earned from investing advances of Federal 
cash. (This kind of income is treated in 
§ 3015.46.) 

‘‘Project period’’ means the total time for 
which the recipient’s project or program is 
approved for support including any exten-
sions. Project periods may consist of one or 
more budget periods. 

‘‘Publication’’ means a published book, pe-
riodical, pamphlet, brochure, flier, or similar 
item. It does not include any audiovisuals. 

‘‘Real property’’ means land, land improve-
ments, structures, and things attached to 
them so as to become a part of them. Mov-
able machinery and other kinds of equip-
ment are not real property. If a question 
comes up about whether certain property 
should be classified as real property, the law 
of the State or foreign country in which the 
property is located governs. 

‘‘Recipient’’ means a State or local govern-
ment, Federally recognized Indian Tribe, 
university, non-profit, for profit, or other or-
ganization that is a recipient of grants or co-
operative agreements from a USDA agency. 

‘‘Replacement equipment’’ means property 
acquired to take the place of other equip-
ment. To qualify as replacement equipment, 
it must serve the same function as the equip-
ment replaced and must be of the same na-
ture or character, although not necessarily 
the same model, grade, or quality. 

‘‘State’’ means any of the several States of 
the United States, the District of Columbia, 
the Commonwealth of Puerto Rico, any ter-
ritory, possession, or trust territory of the 
United States, or any agency or instrumen-
tality of a State. The term does not include 
local governments. 

‘‘Subgrant’’ means an award of money, or 
property instead of money, which: 

(1) Is made under a grant or cooperative 
agreement by the recipient of the grant or 
cooperative agreement; and 

(2) Is made principally to accomplish a 
purpose of support of stimulation rather 
than to establish a buyer-seller relationship 
between the two parties. 

Any award which meets that definition is a 
subgrant even if the parties to the award use 
some other label such as ‘‘grant,’’ ‘‘agree-
ment,’’ ‘‘cooperative agreement,’’ ‘‘con-
tract,’’ ‘‘allotment,’’ or ‘‘delegation agree-
ment.’’ Also, if the award meets that defini-
tion, it is a subgrant whether or not the 
awarding agency is expected to be substan-
tially involved in its performance. However, 
the term ‘‘subgrant’’ does not include any 
type of assistance which is excluded from the 
definitions of ‘‘grant’’ and ‘‘cooperative 
agreement’’ by Section I(c) of this Appendix. 

‘‘Supplies’’ means all tangible personal 
property other than equipment. 

‘‘Supported by a grant or cooperative 
agreement,’’ as applied to a cost or an activ-
ity, means that the cost or the cost of the 
activity is entirely or partly (1) treated as a 
direct cost under a grant, cooperative agree-
ment, subgrant, or cost-type contract, and 
(2) either supported by Federal funds or 
counted towards a Federal cost-sharing or 
matching requirement. 

‘‘Suspension’’ of an award means tem-
porary withdrawal of the recipient’s author-
ity to obligate the funds awarded pending 
corrective action by the recipient or a deci-
sion to terminate the award. 

‘‘Termination’’ of an award means perma-
nent withdrawal of the recipient’s authority 
to obligate previously awarded funds before 
that authority would otherwise expire. It 
also means the voluntary relinquishment of 
that authority by the recipient. 

‘‘Termination’’ does not include: 
(a) Withdrawal of the unobligated balance 

upon expiration of award; 
(b) Refusal by the awarding agency to ex-

tend an award or to award additional funds 
(such as refusal to make a competing or non-
competing continuation, renewal, extension, 
or supplemental award); 

(c) Annulment, i.e., voiding of an award 
upon determination that the award was ob-
tained fraudulently or was otherwise illegal 
or invalid from inception; 

(d) Withdrawal of surplus Federal funds 
from a discretionary grant or any analogous 
withdrawal of funds by a recipient from a 
subrecipient; or 

(e) Withdrawal from a mandatory or for-
mula grant of surplus Federal funds author-
ized which the recipient will not obligate 
during the fiscal year, or any analogous 
withdrawal of funds by a recipient from a 
subrecipient. 

‘‘Terms’’ of a grant, cooperative agree-
ment, subgrant, or contract means all rights 
and duties created by the award, whether 
stated in statute, this part or other regula-
tions, the award document itself, or any 
other document. 

‘‘Third party’’ means, with respect to a 
grant or cooperative agreement, any entity 
except (1) the Federal government, (2) the re-
cipient of the cooperative agreement, and (3) 
subrecipients under that grant or coopera-
tive agreement. Note that contractors of re-
cipients are third parties under this defini-
tion, although subrecipients are not. 

‘‘Third party in-kind contributions’’ means 
property or services benefiting the federally 
assisted project or program which are con-
tributed by third parties without charge. 
Note that the term does not include any 
costs incurred by the recipient or sub-
recipient. 

‘‘Unliquidated obligations,’’ means, for fi-
nancial reports prepared on a cash basis, the 
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amount of obligations incurred by the recipi-
ent that has not been paid. For reports pre-
pared on an accrued expenditure basis, they 
are the amount of obligations incurred by 
the recipient for which an outlay has not 
been recorded. 

‘‘Unobligated balance’’ is the portion of 
Federal funds authorized which has not been 
obligated by the recipient. It is calculated by 
subtracting the Federal share of the recipi-
ent’s cumulative obligations from the cumu-
lative Federal funds authorized. 

APPENDIX B TO PART 3015—OMB CIR-
CULAR A–128, ‘‘AUDITS OF STATE AND 
LOCAL GOVERNMENTS’’ 

EXECUTIVE OFFICE OF THE PRESIDENT 

Office of Management and Budget 

Circular No. A–128 

April 12, 1984 

To the Heads of Executive Departments and 
Establishments. 

Subject: Audits of State and Local Govern-
ments. 

1. Purpose. This Circular is issued pursuant 
to the Single Audit Act of 1984, Pub. L. 98– 
502. It establishes audit requirements for 
State and local governments that receive 
Federal aid, and defines Federal responsibil-
ities for implementing and monitoring those 
requirements. 

2. Supersession. The Circular supersedes At-
tachment P, ‘‘Audit Requirements,’’ of Cir-
cular A–102, ‘‘Uniform requirements for 
grants to State and local governments.’’ 

3. Background. The Single Audit Act builds 
upon earlier efforts to improve audits of Fed-
eral aid programs. The Act requires State or 
local governments that receive $100,000 or 
more a year in Federal funds to have an 
audit made for that year. Section 7505 of the 
Act requires the Director of the Office of 
Management and Budget to prescribe poli-
cies, procedures and guidelines to implement 
the Act. It specifies that the Director shall 
designate ‘‘cognizant’’ Federal agencies, de-
termine criteria for making appropriate 
charges to Federal programs for the cost of 
audits, and provide procedures to assure that 
small firms or firms owned and controlled by 
disadvantaged individuals have the oppor-
tunity to participate in contracts for single 
audits. 

4. Policy. The Single Audit Act requires the 
following: 

a. State or local governments that receive 
$100,000 or more a year in Federal financial 
assistance shall have an audit made in ac-
cordance with this Circular. 

b. State or local governments that receive 
between $25,000 and $100,000 a year shall have 
an audit made in accordance with this Cir-
cular, or in accordance with Federal laws 

and regulations governing the programs they 
participate in. 

c. State or local governments that receive 
less than $25,000 a year shall be exempt from 
compliance with the Act and other Federal 
audit requirements. These State and local 
governments shall be governed by audit re-
quirements prescribed by State or local law 
or regulation. 

d. Nothing in this paragraph exempts State 
or local governments from maintaining 
records of Federal financial assistance or 
from providing access to such records to Fed-
eral agencies, as provided for in Federal law 
or in Circular A–102, ‘‘Uniform requirements 
for grants to State or local governments.’’ 

5. Definitions. For the purposes of this Cir-
cular the following definitions from the Sin-
gle Audit Act apply: 

a. Cognizant agency means the Federal 
agency assigned by the Office of Manage-
ment and Budget to carry out the respon-
sibilities described in paragraph 11 of this 
Circular. 

b. Federal financial assistance means assist-
ance provided by a Federal agency in the 
form of grants, contracts, cooperative agree-
ments, loans, loan guarantees, property, in-
terest subsidies, insurance, or direct appro-
priations, but does not include direct Federal 
cash assistance to individuals. It includes 
awards received directly from Federal agen-
cies, or indirectly through other units of 
State and local governments. 

c. Federal agency has the same meaning as 
the term ‘agency’ in section 551(1) of Title 5, 
United States Code. 

d. Generally accepted accounting principles 
has the meaning specified in the generally 
accepted government auditing standards. 

e. Generally accepted government auditing 
standards means the Standards For Audit of 
Government Organizations, Programs, Activi-
ties, and Functions, developed by the Comp-
troller General, dated February 27, 1981. 

f. Independent auditor means: 
(1) A State or local government auditor 

who meets the independence standards speci-
fied in generally accepted government audit-
ing standards; or 

(2) A public accountant who meets such 
independence standards. 

g. Internal controls means the plan of orga-
nization and methods and procedures adopt-
ed by management to ensure that: 

(1) Resource use is consistent with laws, 
regulations, and policies; 

(2) Resources are safeguarded against 
waste, loss, and misuse; and 

(3) Reliable data are obtained, maintained, 
and fairly disclosed in reports. 

h. Indian tribe means any Indian tribe, 
band, nations, or other organized group or 
community, including any Alaskan Native 
village or regional or village corporations (as 
defined in, or established under, the Alaskan 
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Native Claims Settlement Act) that is recog-
nized by the United States as eligible for the 
special programs and services provided by 
the United States to Indians because of their 
status as Indians. 

i. Local government means any unit of local 
government within a State, including a 
county, a borough, municipalitity, city, 
town, township, parish, local public author-
ity, special district, school district, intra-
state district, council of governments, and 
any other instrumentality of local govern-
ment. 

j. Major Federal Assistance Program, as de-
fined by Pub. L 98–502, is described in the At-
tachment to this Circular. 

k. Public accountants means those individ-
uals who meet the qualification standards 
included in generally accepted government 
auditing standards for personnel performing 
government audits. 

l. State means any State of the United 
States, the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Is-
lands, Guam American Samoa, the Common-
wealth of the Northern Mariana Islands, and 
the Trust Territory of the Pacific Islands, 
any instrumentality thereof, and any multi- 
State, regional, or interstate entity that has 
governmental functions and any Indian 
tribe. 

m. Subrecipient means any person or gov-
ernment department, agency, or establish-
ment that receives Federal financial assist-
ance to carry out a program through a State 
or local government, but does not include an 
individual that is a beneficiary of such a pro-
gram. A subrecipient may also be a direct re-
cipient of Federal financial assistance. 

6. Scope of audit. The Single Audit Act pro-
vides that: 

a. The audit shall be made by an inde-
pendent auditor in accordance with gen-
erally accepted government auditing stand-
ards covering financial and compliance au-
dits. 

b. The audit shall cover the entire oper-
ations of a State or local government or, at 
the option of that government, it may cover 
departments, agencies or establishments 
that received, expended, or otherwise admin-
istered Federal financial assistance during 
the year. However, if a State or local govern-
ment receives $25,000 or more in General 
Revenue Sharing Funds in a fiscal year, it 
shall have an audit of its entire operations. 
A series of audits of individual departments, 
agencies, and establishments for the same 
fiscal year may be considered a single audit. 

c. Public hospitals and public colleges and 
universities may be excluded from State and 
local audits and the requirements of this Cir-
cular. However, if such entities are excluded, 
audits of these entities shall be made in ac-
cordance with statutory requirements and 
the provisions of Circular A–110, Uniform re-

quirements for grants to universities, hospitals, 
and other nonprofit organizations. 

d. The auditor shall determine whether: 
(1) The financial statements of the govern-

ment, department, agency or establishment 
present fairly its financial position and the 
results of its financial operations in accord-
ance with generally accepted accounting 
principles; 

(2) The organization has internal account-
ing and other control systems to provide rea-
sonable assurance that it is managing Fed-
eral financial assistance programs in compli-
ance with applicable laws and regulations; 
and 

(3) The organization has complied with 
laws and regulations that may have material 
effect on its financial statements and on 
each major Federal assistance program. 

7. Frequency of audit. Audits shall be made 
annually unless the State or local govern-
ment has, by January 1, 1987, a constitu-
tional or statutory requirement for less fre-
quent audits. For those governments, the 
cognizant agency shall permit biennial au-
dits, covering both years, if the government 
so requests. It shall also honor requests for 
biennial audits by governments that have an 
administrative policy calling for audits less 
frequent than annual, but only for fiscal 
years beginning before January 1, 1987. 

8. Internal control and compliance reviews. 
The Single Audit Act requires that the inde-
pendent auditor determine and report on 
whether the organization has internal con-
trol systems to provide reasonable assurance 
that it is managing Federal assistance pro-
grams in compliance with applicable laws 
and regulations. 

a. Internal control review. In order to pro-
vide this assurance the auditor must make a 
study and evaluation of internal control sys-
tems used in administering Federal assist-
ance programs. The study and evaluation 
must be made whether or not the auditor in-
tends to place reliance on such systems. As 
part of this review, the auditor shall: 

(1) Test whether these internal control sys-
tems are functioning in accordance with pre-
scribed procedures. 

(2) Examine the recipient’s system for 
monitoring subrecipients and obtaining and 
acting on subrecipient audit reports. 

b. Compliance review. The law also requires 
the auditor to determine whether the organi-
zation has complied with laws and regula-
tions that may have a material effect on 
each major Federal assistance program. 

(1) In order to determine which major pro-
grams are to be tested for compliance, State 
and local governments shall identify in their 
accounts all Federal funds received and ex-
pended and the programs under which they 
were received. This shall include funds re-
ceived directly from Federal agencies and 
through other State and local governments. 
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(2) The review must include the selection 
and testing of a representative number of 
charges from each major Federal assistance 
program. The selection and testing of trans-
actions shall be based on the auditor’s pro-
fessional judgment considering such factors 
as the amount of expenditures for the pro-
gram and the individual awards; the newness 
of the program or changes in its conditions; 
prior experience with the program, particu-
larly as revealed in audits and other evalua-
tions (e.g., inspections, program reviews); 
the extent to which the program is carried 
out through subrecipients; the extent to 
which the program contracts for goods or 
services; the level to which the program is 
already subject to program reviews of other 
forms of independent oversight; the ade-
quacy of the controls for ensuring compli-
ance; the expectation of adherence or lack of 
adherence to the applicable laws and regula-
tions; and the potential impact of adverse 
findings. 

(a) In making the test of transactions, the 
auditor shall determine whether: 
—The amounts reported as expenditures 

were for allowable services, and 
—The records show that those who received 

services or benefits were eligible to re-
ceive them. 

(b) In addition to transaction testing, the 
auditor shall determine whether: 
—Matching requirements, levels of effort and 

earmarking limitations were met, 
—Federal financial reports and claims for 

advances and reimbursements contain in-
formation that is supported by the books 
and records from which the basic finan-
cial statements have been prepared, and 

—Amounts claimed or used for matching 
were determined in accordance with OMB 
Circular A–87, ‘‘Cost principles for State 
and local governments,’’ and Attachment 
F of Circular A–102, ‘‘Uniform require-
ments for grants to State and local gov-
ernments.’’ 

(c) The principal compliance requirements 
of the largest Federal aid programs may be 
ascertained by referring to the Compliance 
Supplement for Single Audits of State and Local 
Governments, issued by OMB and available 
from the Government Printing Office. For 
those programs not covered in the Compli-
ance Supplement, the auditor may ascertain 
compliance requirements by researching the 
statutes, regulations, and agreements gov-
erning individual programs. 

(3) Transactions related to other Federal 
assistance programs that are selected in con-
nection with examinations of financial state-
ments and evaluations of internal controls 
shall be tested for compliance with Federal 
laws and regulations that apply to such 
transactions. 

9. Subrecipients. State or local governments 
that receive Federal financial assistance and 

provide $25,000 or more of it in a fiscal year 
to a subrecipient shall: 

a. Determine whether State or local sub-
recipients have met the audit requirements 
of this Circular and whether subrecipients 
covered by Circular A–110, ‘‘Uniform require-
ments for grants to universities, hospitals, 
and other nonprofit organizations,’’ have 
met that requirement; 

b. Determine whether the subrecipient 
spent Federal assistance funds provided in 
accordance with applicable laws and regula-
tions. This may be accomplished by review-
ing an audit of the subrecipient made in ac-
cordance with this Circular, Circular A–110, 
or through other means (e.g., program re-
views) if the subrecipient has not yet had 
such an audit; 

c. Ensure that appropriate corrective ac-
tion is taken within six months after receipt 
of the audit report in instances of non-
compliance with Federal laws and regula-
tions; 

d. Consider whether subrecipient audits ne-
cessitate adjustment of the recipient’s own 
records; and 

e. Require each subrecipient to permit 
independent auditors to have access to the 
records and financial statements as nec-
essary to comply with this Circular. 

10. Relation to other audit requirements. The 
Single Audit Act provides that an audit 
made in accordance with this Circular shall 
be in lieu of any financial or financial com-
pliance audit required under individual Fed-
eral assistance programs. To the extent that 
a single audit provides Federal agencies with 
information and assurances they need to 
carry out their overall responsibilities, they 
shall rely upon and use such information. 
However, a Federal agency shall make any 
additional audits which are necessary to 
carry out its responsibilities under Federal 
law and regulation. Any additional Federal 
audit effort shall be planned and carried out 
in such a way as to avoid duplication. 

a. The provisions of this Circular do not 
limit the authority of Federal agencies to 
make, or contract for audits and evaluations 
of Federal financial assistance programs, nor 
do they limit the authority of any Federal 
agency Inspector General or other Federal 
audit official. 

b. The provisions of this Circular do not 
authorize any State or local government or 
subrecipient thereof to constrain Federal 
agencies, in any manner, from carrying out 
additional audits. 

c. A Federal agency that makes or con-
tracts for audits in addition to the audits 
made by recipients pursuant to this Circular 
shall, consistent with other applicable laws 
and regulations, arrange for funding the cost 
of such additional audits. Such additional 
audits include economy and efficiency au-
dits, program results audits, and program 
evaluations. 
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11. Cognizant agency responsibilities. The 
Single Audit Act provides for cognizant Fed-
eral agencies to oversee the implementation 
of this Circular. 

a. The Office of Management and Budget 
will assign cognizant agencies for States and 
their subdivisions and larger local govern-
ments and their subdivisions. Other Federal 
agencies may participate with an assigned 
cognizant agency, in order to fulfill the cog-
nizance responsibilities. Smaller govern-
ments not assigned a cognizant agency will 
be under the general oversight of the Federal 
agency that provides them the most funds 
whether directly or indirectly. 

b. A cognizant agency shall have the fol-
lowing responsibilities: 

(1) Ensure that audits are made and re-
ports are received in a timely manner and in 
accordance with the requirements of this 
Circular. 

(2) Provide technical advice and liaison to 
State and local governments and inde-
pendent auditors. 

(3) Obtain or make quality control reviews 
of selected audits made by non-Federal audit 
organizations, and provide the results, when 
appropriate, to other interested organiza-
tions. 

(4) Promptly inform other affected Federal 
agencies and appropriate Federal law en-
forcement officials of any reported illegal 
acts or irregularities. They should also in-
form State or local law enforcement and 
prosecuting authorities, if not advised by the 
recipient, of any violation of law within 
their jurisdiction. 

(5) Advise the recipient of audits that have 
been found not to have met the requirements 
set forth in this Circular. In such instances, 
the recipient will be expected to work with 
the auditor to take corrective action. If cor-
rective action is not taken, the cognizant 
agency shall notify the recipient and Federal 
awarding agencies of the facts and make rec-
ommendations for followup action. Major in-
adequacies or repetitive substandard per-
formance of independent auditors shall be re-
ferred to appropriate professional bodies for 
disciplinary action. 

(6) Coordinate, to the extent practicable, 
audits made by or for Federal agencies that 
are in addition to the audits made pursuant 
to this Circular; so that the additional au-
dits build upon such audits. 

(7) Oversee the resolution of audit findings 
that affect the programs of more than one 
agency. 

12. Illegal acts or irregularities. If the auditor 
becomes aware of illegal acts or other irreg-
ularities, prompt notice shall be given to re-
cipient management officials above the level 
of involvement. (See also paragraph 13(a)(3) 
below for the auditor’s reporting responsibil-
ities.) The recipient, in turn, shall promptly 
notify the cognizant agency of the illegal 
acts or irregularities and of proposed and ac-

tual actions, if any. Illegal acts and irreg-
ularities include such matters as conflicts of 
interest, falsification of records or reports, 
and misappropriations of funds or other as-
sets. 

13. Audit Reports. Audit reports must be 
prepared at the completion of the audit. Re-
ports serve many needs of State and local 
governments as well as meeting the require-
ments of the Single Audit Act. 

a. The audit report shall state that the 
audit was made in accordance with the pro-
visions of this Circular. The report shall be 
made up of at least: 

(1) The auditor’s report on financial state-
ments and on a schedule of Federal assist-
ance; the financial statements; and a sched-
ule of Federal assistance, showing the total 
expenditures for each Federal assistance pro-
gram as identified in the Catalog of Federal 
Domestic Assistance. Federal programs or 
grants that have not been assigned a catalog 
number shall be identified under the caption 
‘‘other Federal assistance.’’ 

(2) The auditor’s report on the study and 
evaluation of internal control systems must 
identify the organization’s significant inter-
nal accounting controls, and those controls 
designed to provide reasonable assurance 
that Federal programs are being managed in 
compliance with laws and regulations. It 
must also identify the controls that were 
evaluated, the controls that were not evalu-
ated, and the material weaknesses identified 
as a result of the evaluation. 

(3) The auditor’s report on compliance con-
taining: 
—A statement of positive assurance with re-

spect to those items tested for compli-
ance, including compliance with law and 
regulations pertaining to financial re-
ports and claims for advances and reim-
bursements; 

—Negative assurance on those items not 
tested; 

—A summary of all instances of noncompli-
ance; and 

—An identification of total amounts ques-
tioned, if any, for each Federal assist-
ance award, as a result of noncompli-
ance. 

b. The three parts of the audit report may 
be bound into a single report, or presented at 
the same time as separate documents. 

c. All fraud abuse, or illegal acts or indica-
tions of such acts, including all questioned 
costs found as the result of these acts that 
auditors become aware of, should normally 
be covered in a separate written report sub-
mitted in accordance with paragraph 13f. 

d. In addition to the audit report, the re-
cipient shall provide comments on the find-
ings and recommendations in the report, in-
cluding a plan for corrective action taken or 
planned and comments on the status of cor-
rective action taken on prior findings. If cor-
rective action is not necessary, a statement 
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describing the reason it is not should accom-
pany the audit report. 

e. The reports shall be made available by 
the State or local government for public in-
spection within 30 days after the completion 
of the audit. 

f. In accordance with generally accepted 
government audit standards, reports shall be 
submitted by the auditor to the organization 
audited and to those requiring or arranging 
for the audit. In addition, the recipient shall 
submit copies of the reports to each Federal 
department or agency that provided Federal 
assistance funds to the recipient. Subrecipi-
ents shall submit copies to recipients that 
provided them Federal assistance funds. The 
reports shall be sent within 30 days after the 
completion of the audit, but no later than 
one year after the end of the audit period un-
less a longer period is agreed to with the cog-
nizant agency. 

g. Recipients of more than $100,000 in Fed-
eral funds shall submit one copy of the audit 
report within 30 days after issuance to a cen-
tral clearinghouse to be designated by the 
Office of Management and Budget. The clear-
inghouse will keep completed audits on file 
and follow up with State and local govern-
ments that have not submitted required 
audit reports. 

h. Recipients shall keep audit reports on 
file for three years from their issuance. 

14. Audit Resolution. As provided in para-
graph 11, the cognizant agency shall be re-
sponsible for monitoring the resolution of 
audit findings that affect the programs of 
more than one Federal agency. Resolution of 
findings that relate to the programs of a sin-
gle Federal agency will be the responsibility 
of the recipient and that agency. Alternate 
arrangements may be made on case-by-case 
basis by a case-by-case basis by agreement 
among the agenices concerned. 

Resolution shall be made within six 
months after receipt of the report by the 
Federal departments and agencies. Correc-
tive action should proceed as rapidly as pos-
sible. 

15. Audit workpapers and reports. 
Workpapers and reports shall be retained for 
a minimum of three years from the date of 
the audit report, unless the auditor is noti-
fied in writing by the cognizant agency to 
extend the retention period. Audit 
workpapers shall be made available upon re-
quest to the cognizant agency or its designee 
or the General Accounting Office, at the 
completion of the audit. 

16. Audit Costs. The cost of audits made in 
accordance with the provisions of this Cir-
cular are allowable charges to Federal as-
sistance programs. 

a. The charges may be considered a direct 
cost or an allocated indirect cost, deter-
mined in accordance with the provision of 
Circular A–87, ‘‘Cost principles for State and 
local governments.’’ 

b. Generally, the percentage of costs 
charged to Federal assistance programs for a 
single audit shall not exceed the percentage 
that Federal funds expended represent of 
total funds expended by the recipient during 
the fiscal year. The percentage may be ex-
ceeded, however, if appropriate documenta-
tion demonstrates higher actual cost. 

17. Sanctions. The Single Audit Act pro-
vides that no cost may be charged to Federal 
assistance programs for audits required by 
the Act that are not made in accordance 
with this Circular. In cases of continued in-
ability or unwillingness to have a proper 
audit, Federal agencies must consider other 
appropropriate sanctions including: 

—Withholding a percentage of assistance 
payments until the audit is completed 
satisfactorily, 

—Withholding or disallowing overhead costs, 
and 

—Suspending the Federal assistance agree-
ment until the audit is made. 

18. Auditor Selection. In arranging for audit 
services State and local governments shall 
follow the procurement standards prescribed 
by Attachment O of Circular A–102, ‘‘Uni-
form requirements for grants to State and 
local governments.’’ The standards provide 
that while recipients are encouraged to enter 
into intergovernmental agreements for audit 
and other services, analysis should be made 
to determine whether it would be more eco-
nomical to purchase the services from pri-
vate firms. In instances where use of such 
intergovernmental agreements are required 
by State statutes (e.g., audit services) these 
statutes will take precedence. 

19. Small and Minority Audit Firms. Small 
audit firms and audit firms owned and con-
trolled by socially and economically dis-
advantaged individuals shall have the max-
imum practicable opportunity to participate 
in contracts awarded to fulfill the require-
ments of this Circular. Recipients of Federal 
assistance shall take the following steps to 
further this goal: 

a. Assure that small audit firms and audit 
firms owned and controlled by socially and 
economically disadvantaged individuals are 
used to the fullest extent practicable. 

b. Make information on forthcoming op-
portunities available and arrange time-
frames for the audit so as to encourage and 
facilitate participation by small audit firms 
and audit firms owned and controlled by so-
cially and economically disadvantaged indi-
viduals. 

c. Consider in the contract process whether 
firms competing for large audits intend to 
subcontract with small audit firms and audit 
firms owned and controlled by socially and 
economically disadvantaged individuals. 

d. Encourage contracting with small audit 
firms or audit firms owned and controlled by 
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socially and economically disadvantaged in-
dividuals which have traditionally audited 
government programs and, in such cases 
where this is not possible, assure that these 
firms are given consideration for audit sub-
contracting opportunities. 

e. Encourage contracting with consortiums 
of small audit firms as described in para-
graph (a) above when a contract is too large 
for an individual small audit firm or audit 
firm owned and controlled by socially and 
economically disadvantaged individuals. 

f. Use the services and assistance, as appro-
priate, of such organizations as the Small 
Business Administration in the solicitation 
and utilization of small audit firms or audit 
firms owned and controlled by socially and 
economically disadvantaged individuals. 

20. Reporting. Each Federal agency will re-
port to the Director of OMB on or before 
March 1, 1987, and annually thereafter on the 
effectiveness of State and local governments 
in carrying out the provisions of this Cir-
cular. The report must identify each State or 
local government or Indian tribe that, in the 
opinion of the agency, is failing to comply 
with the Circular. 

21. Regulations. Each Federal agency shall 
include the provisions of this Circular in its 
regulations implementing the Single Audit 
Act. 

22. Effective date. This Circular is effective 
upon publication and shall apply to fiscal 
years of State and local governments that 
begin after December 31, 1984. Earlier imple-
mentation is encouraged. However, until it is 
implemented, the audit provisions of Attach-
ment P to Circular A–102 shall continue to be 
observed. 

23. Inquiries. All questions or inquiries 
should be addressed to Financial Manage-
ment Division, Office of Management and 
Budget, telephone number 202/395–3993. 

24. Sunset review date. This Circular shall 
have an independent policy review to ascer-
tain its effectiveness three years from the 
date of issuance. 

David A. Stockman, 
Director. 

Definition of Major Program as Provided in 
Pub. L. 98–502 

‘‘Major Federal Assistance Program,’’ for 
State and local governments having Federal 
assistance expenditures between $100,000 and 
$100,000,000, means any program for which 
Federal expenditures during the applicable 
year exceed the larger of $300,000, or 3 per-
cent of such total expenditures. 

Where total expenditures of Federal assist-
ance exceed $100,000,000, the following cri-
teria apply: 

Total expenditures of Federal 
financial assistance for all programs 

Major federal 
assistance program 
means any program 

that exceeds More than But less than 

$100 million $1 billion .......... $3 million 
1 billion 2 billion ............ 4 million 
2 billion 3 billion ............ 7 million 
3 billion 4 billion ............ 10 million 
4 billion 5 billion ............ 13 million 
5 billion 6 billion ............ 16 million 
6 billion 7 billion ............ 19 million 
Over 7 billion .......................... 20 million 

[50 FR 28763, July 16, 1985] 

PART 3016—UNIFORM ADMINIS-
TRATIVE REQUIREMENTS FOR 
GRANTS AND COOPERATIVE 
AGREEMENTS TO STATE AND 
LOCAL GOVERNMENTS 

Subpart A—General 

Sec. 
3016.1 Purpose and scope of this part. 
3016.2 Scope of subpart. 
3016.3 Definitions. 
3016.4 Applicability. 
3016.5 Effect on other issuances. 
3016.6 Additions and exceptions. 

Subpart B—Pre-Award Requirements 

3016.10 Forms for applying for grants. 
3016.11 State plans. 
3016.12 Special grant or subgrant conditions 

for ‘‘high-risk’’ grantees. 

Subpart C—Post-Award Requirements 

FINANCIAL ADMINISTRATION 

3016.20 Standards for financial management 
systems. 

3016.21 Payment. 
3016.22 Allowable costs. 
3016.23 Period of availability of funds. 
3016.24 Matching or cost sharing. 
3016.25 Program income. 
3016.26 Non-Federal audit. 

CHANGES, PROPERTY, AND SUBAWARDS 

3016.30 Changes. 
3016.31 Real property. 
3016.32 Equipment. 
3016.33 Supplies. 
3016.34 Copyrights. 
3016.35 Subawards to debarred and sus-

pended parties. 
3016.36 Procurement. 
3016.37 Subgrants. 

REPORTS, RECORDS, RETENTION, AND 
ENFORCEMENT 

3016.40 Monitoring and reporting program 
performance. 
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